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LETTER OF TRANSMITTAL 


Bangkok, Thailand 
15 January 1954 


In November 1947 during its second session the Economic Commission for Asia and the Far East adopted a 
ohution E/CN.11/63 which recommended that the Secretariat publish a comprehensive annual survey of economic 
ditions and problems of the countries within the scope of ECAFE. 


In accordance with the above resolution I have the honour of transmitting to you the seventh Economic 
‘vey prepared by the Research and Planning Division of the Secretariat. 


This Survey, following the recommendation made by the Commission at its 8th session (E/2171—E/CN.11/342, 
a 115), gives for the first time an analysis of recent economic developments in individual countries of the region, 
addition to a brief regional treatment of these developments. The analysis covers countries within the geographical 
pe of the Commission, except mainland China on which an article was published in the November 1953 issue of 
Economic Bulletin for Asia and the Far East. The latter provides a review of the economic developments in 
inland China since the establishment of the Central People’s Government of the People’s Republic of China in 
sing in October 1949. Since some of the usual sources of information, such as direct consultation with governments 
1 field trips, were not available to the Secretariat, it was necessary in preparing the Bulletin article to rely exclu- 
ely on official and semi-official publications. 


In its resolution on the “Economic situation in Asia” at the ninth session (E/CN.11/356), the Commission 
uested the Executive Secretary to follow closely the studies arising out of General Assembly resolutions 622(VII) 
“Financing of economic development of under-developed countries” and 623(VII) on “Financing of economic 
-elopment through the establishment of fair and equitable international prices for primary commodities and through 
execution of national programmes of integrated economic development,” and to incorporate in future issues of the 
-vey and Bulletin, as well as in relative parts of the Secretariat’s work programmes, results of enquiries relating 


these problems. 


Accordingly an attempt has been made to focus attention on such problems in part I of the Survey, which 
sists of the four chapters on the food position, the export decline, public finance and the process of adjustment, 


i problems and policies of development. 


I have the honour to be, Sir, 
Your obedient servant, 
(Signed) P. S. LOKANATHAN 
Executive Secretary 


Economic Commission for Asia and the Far East 


> Honourable Dag Hammarskjould 
retary-General 
ited Nations, New York 
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GENERAL EXPLANATORY NOTES 


PRE-WAR 


The use of “pre-war” refers to the period before the second world war and when reference is made to 
the period before the outbreak of the Korean war, the word “pre-Korean war” is used. Unless otherwise 
indicated, the pre-war period relates to 1934-38 for agricultural production and 1938 for all other statistics. 
Other years before the second world war have been specifically mentioned. 


FISCAL YEAR 


Fiscal years in force in ECAFE countries: Burma and Ceylon: year beginning 1 October; Hong Kong. India, 
Japan, Korea, Nepal and Pakistan: year beginning | April: Philippines: year beginning | July; British Borneo 
(Brunei, North Borneo, Sarawak), Cambodia, China, Indonesia, Lagos, Malaya and Singapore, Thailand and Viet- 
Nam: calendar year. 


SPECIAL TABLES 


In order to avoid duplication, statistical tables on public finance, balance of payments, and food and 
agriculture are generally not reproduced in the text of the 1953 Survey, since they are published in the section 
on “Asian Economic Statistics” at the end of this volume. 


CHARTS 


For detailed statistics relating to charts, please refer to relevant tables in section on “Asian Economic 
Statistics.” 


UNITs AND SYMBOLS EMPLOYED 
Unless otherwise stated “tons” relate to metric tons, and “dollars” relate to United States dollars. 


The following symbols have been used throughout: 


*—average of six to eleven months. § =end of period. 

= average of end-of-quarter figures. Mn=nmillion. 

{—12 months beginning April of the year stated. .. =not available 

+12 months ending September of the year stated. — =—nil or negligible. 

g==12 months ending June of the year stated. Figures in italics are provisional 


I, II, II, and IV for quarters of years. 


The following symbols are used to represent the abbreviations of national currencies in Asia and the 
Far East: 


H. =Hwan (Republic of Korea, one Hwan is equivalent to 100 Won) 

HK$=Hong Kong dollar 

K. =Kyat (Burma) 

M$ =Malayan dollar (Federation of Malaya, Singapore, North Borneo, Brunei and Sarawak) 
NT$=New Taiwan yuan or dollar 

P. =Peso (the Philippines) 

Pr. =Piastre (Cambodia, Laos and Viet-Nam) 

Rp. =Rupiah (Indonesia) 


Rs. =Rupees (Ceylon, India and Pakistan) 
Yan Ven (Japan) 


The term Malaya includes the Federation of Malaya and Singapore. 
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INTRODUCTION 


PRODUCTION 


Moderate changes and readjustments have generally 
¢n characteristic of the year 1953, although the increase 
food production in the region! promises to be an 
sortant development. A buyers’ market had appeared 
most raw materials by the end of 195], for industrial 
aipment during 1952, and now it appears that the 
g-persistent sellers’ market for food finally broke in 

second half of 1953, even though the increase in 
plies was quite insufficient to restore the pre-war 
el of per capita consumption. Some of the improve- 
nt in supply was due to government efforts to increase 
id production. In several countries of the region, 
» progress of community schemes in the villages, the 
velopment of local leadership and skills and the grow- 
r attention paid to agricultural extension services are 
chaps the most significant and hopeful trends in the 
crent year. More immediately important, however, 
> weather, which still determines the prosperity of the 
ral communities in the region, was generally favour- 
le, and for many countries eased the burden laid on 
> balance of payments by falling export prices. The 
ospects for the crop being harvested at the end of 
53 are generally favourable, except in Japan, and a 
cther improvement in food supply may be expected 
r 1954. The analysis given in chapter 1 suggests 
at surpluses might arise in some of the exporting coun- 
es in default of price adjustments. 


In contrast to the general improvement of food 
oduction, raw materials and agricultural commodities 
ner than food have shown divergent but usually down- 
ird trends in output. Both with respect to food and 
w materials, effective demand is once more a con- 
lling factor. Although price declines which started in 
51 for most of the export products of the region have 
en brought to a halt, or have even given way to small 
sreases (except for tin and rubber the prices of which 
| sharply during the first half of 1953), production of 
number of commodities has declined in response to 
arket conditions, or land has been diverted to food 
oduction. The output of rubber has fallen in Indonesia 
d Malaya, some tea gardens have temporarily closed 
wn in India, and acreage restrictions on both cotton 
d jute have been imposed in Pakistan. The decline 
groundnut production in India, on the other hand, 


The term “ECAFE region” covers, according to the terms of 
reference of the Commission. Brunei, Burma, Cambodia, Ceylon, 
China, Hong Konz, India, Indonesia, Japan, Korea, Laos, Malaya 
(Federation of), Nepal, North Borneo, Pakistan, Philippines, Sara- 
wak, Singapore, Thailand and Viet-Nam. 


was entirely due to unfavourable weather. Output 
declines were however by no means universal; thus 
petroleum production has continued its upward trend, 
so has sugar production in the Philippines and in 
China (Taiwan only). 


Important additions to industrial productive capacity 
were taking place in a number of countries of the region 
as delivery was made of orders placed in 1951 and 
1952, notable examples being the expansion of the 
textile industry in Pakistan and of cement and power 
capacity in Malaya. Since the supply position for 
capital equipment has become easy, with sellers anxious 
to obtain orders in most branches, the main limitation 
to expansion of capacity has become a financial one 
although internal bottlenecks connected with problems 
of organization, transport, and the supply of skilled per- 
sonnel have not yet been fully overcome, notably in 
Burma and Indonesia. 


The high rate of private investment in Japan, and 
the efforts of the government in India under the Five- 
Year Plan have resulted in considerable expansion of 
facilities in those two countries, the most important 
achievements in India being in the field of power and 
transportation. While capacity was generally increasing, 
industrial production in the region was better main- 
tained than output for export, as it has generally been 
supported by a level of domestic demand still partly 
reflecting the high rates of incomes and export earnings 
of previous years while import restrictions due to foreign 
exchange stringency have in same cases diverted con- 
sumption to home-made products. The picture is most 
favourable in Japan, where the rapid rate of industrial 
expansion of the last few years has been maintained 
thanks to an expanding volume of exports (despite falling 
prices), to a high level of domestic consumption and to 
a substantial volume of investment. In Japan continued 
expansion would require additions to capacity. In 
India, by contrast, capacity has not generally been 
fully utilized, despite the high level of industrial pro- 
duction which reached a peak in the first quarter of 
the year. Deficiency of effective demand lies at the 
root of this situation—witness the cases of synthetic 
fertilizers and various branches of the engineering in- 
dustry—though transport difficulties and other bottle- 
necks have not been completely eliminated and were 
contributory factors. Textile stocks tended to accumulate 
in the second half of the year, as domestic demand for 
cotton goods, which had so far taken up the slack in 
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export demand, was flagging in turn; substantial curtail. 
ments of production and worker lay-offs were threatened 
at the end of the year. The announced stepping-up of 
expenditure under the Five-Year Plan may well bring 
about in 1954 a fuller utilization of existing capacity 
as well as substantial additions thereto. 


In other countries of the region also, industrial pro- 
gress has generally been maintained, although declining 
export incomes have in some cases, notably in Malaya 
and Indonesia, curtailed demand and output for certain 
products. Continuing industrial progress is reported from 
mainland China, heavily concentrated in state enterprises 
and the production of capital goods. Taking the 
region as a whole, the production of the basic industries, 
coal, power, iron ore, and cement, all show increases 
over the 1952 level, and the same applies to textiles. 
While the region’s total is of course largely dominated 
by developments in China, India and Japan, the increases 
were widespread and appear to reflect a fairly general 
expansion of industrial production. 


The year has been less favourable for the cottage 
industries, which appear to have encountered increasing 
difficulties in selling on their home markets in com- 
petition with imports or local products of larger establish- 
ments. There has been progress in certain handicrafts 
specializing in exports, such as certain types of hand 
weaving in Thailand; the adverse situation has neverthe- 
less been general enough to be a matter of grave concern 
to governments, which have taken a variety of measures 
either to protect cottage industries from competition or 
to improve their technical equipment or marketing facili- 
ties. While these measures appear to have been attended 
by a measure of success in such countries as Burma and 
Indonesia, a severe crisis has affected the handloom 
industry in India, and resulted in increasing numbers 
of unemployed, despite the various protective measures 
taken by the government. 


Few data are available in the region concerning 
productivity and employment. In some countries such as 
Indonesia productivity remains a major problem in the 
export industries, as wages have been rising, export prices 
falling, and output per man has remained stationary at a 
level lower than before the war. In Japan, on the other 
hand, productivity increases have been spectacular in a 
number of large-scale industries, and it is only the 
rapid expansion of the economy that has permitted 
employment to grow at a rate comparable to that of 
population. 


In India, where productivity increases have been 
reported in the textile industry, unemployment has 
become a major issue for government policy, for apart 
from the crisis in the cottage industries, many white- 
collared workers have lost their jobs owing to the con- 
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traction of commercial and business activity, and the 
problem may become more serious if unemployment 
spreads to the organized textile industry. To deal with 
this situation a number of measures have been taken 
by the government, which are discussed in the chapter 
on India. 


BALANCE OF PAYMENTS 


Changes in the balance of payments of countries 
of the region have been of smaller amplitude in 1953 than 
in previous years. The dominant characteristic has been 
a contraction in the value of both imports and exports, 
due largely to price declines in both cases, with- 
out great changes in the balance. However, in several 
countries special forces have been at work. In Japan, 
changes in the volume of trade completely offset price 
changes; the value of exports rose a little, but the value 
of imports rose much more, and the decline in special 
procurement by the United Nations forces added to the 
unfavourable effect on the balance of payments. Burma 
and Thailand were still obtaining high prices for rice 
exports, and in the Philippines higher prices permitted 
a significant increase in the value of exports in mid- 


1953. 


In Pakistan, drastic import restrictions turned the 
1952 deficit into a small balance of payments surplus in 
the first nine months of 1953. In Malaya, the continued 
fall in the price of rubber and tin reduced the value of 
exports to the point where the balance of trade turned 
negative. In India, the position showed a substantial 
improvement over the year 1952 taken as a whole, 
although lower export prices led to a trade balance less 
favourable in 1953 than in the second half of 1952. 


The general level of import prices has shown some 
decline—though not in the Philippines—with prices of 
manufactures from Europe, the United States and Japan 
falling slightly. On the other hand, export prices have 
shown little uniformity of movement, though changes 
have generally been moderate. The terms of trade for 
Burma, Ceylon, and the Philippines (and also for Japan) 
were more favourable than in 1952, and for India the - 
terms of trade improved markedly during the year, 
becoming more favourable in the third quarter of 1953 
than they were in 1952.!_ But for Malaya, Indonesia, and 
Pakistan the terms of trade deteriorated; in the cases 
of Malaya and Indonesia the price of rubber was the 
dominant factor, in the case of Pakistan, the price of 
cotton. 


In 1953 changes in the terms of trade played a far 
smaller role than in previous years: improvements where 
they occurred were small, and most countries are still 
facing balance of payments difliculties arising from the 


1. The decline in freight rates which was steep for tanke 
significant for tramps may have contributed as much as ] one pe 
cent to the fall of the unit value index of c.i.f. imports, but the 
decline in import prices was as a rule much larger than that 
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) fall in export earnings of the last two years, during 
*+h the foreign reserves accumulated in the boom 
od had generally been used up in an effort to 
itain the standard of living and the volume of invest- 
t at or near their 1951 level. The food exporting 
tries, Burma and Thailand, are of course exceptions 
ris generalization; so is Japan, where the substantial 
mulation of reserves has hardly been drawn upon 
pt in the case of sterling assets. Even in Thailand, 
ever, a balance of payments deficit, although of 
est proportions, appeared in 1953 and that country 
ed the large group of those who have had to apply 
einforce import or exchange controls to protect the 
uce of payments. 


The resort to import restrictions was by no means 
versal and Ceylon and the Philippines preferred to 
_ equilibrium mainly through a better balance in the 
get, while Indonesia curtailed government expendi- 

drastically at the same time as continuing or 
nsifying import restrictions. While the policy of the 
ippines appears to have been eminently successful, 
ster 3 shows that the problem remains unsolved 
Ceylon and Indonesia where foreign reserves 
e low and still declining towards the end of 1953. 
voth countries, the governments were confident that 
ilibrium in the foreign accounts could be re- 
blished before the level of reserves had fallen to the 
imum required to ensure satisfactory working 
inces. 


NFLATIONARY AND DEFLATIONARY FORCES 


In marked contrast to the decline in both import 
export prices, the trend in domestic wholesale prices 
in the cost of living has been upward in most coun- 
s of the region, except in the Philippines and Malaya. 
ile this trend suggests that some inflationary pressures 
ain, considerable caution is required in interpreting 
.e statistics: in some countries such as Ceylon and 
ia, the increases in the cost of living resulted from 
ecision of the government to abolish subsidies and 
the rise in prices curtail private consumption or 
orb excess purchasing power. 


Money wages have also continued their upward 
yvement in all countries of the region for which data 
available and real wages appear to be almost univer- 
y higher than they were before the outbreak of the 
ean war. 


Nevertheless there has been a general abatement, if 
a complete disappearance, of inflationary pressures 
nany countries of the region, and it has been possible 
relax domestic controls and rationing, while still 
serving measures designed to limit imports. Thus, 
rally at least, conditions have appeared in which 
price mechanism can be allowed to equate supply and 
and. The improvement in the food situation, dis- 
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cussed earlier in this chapter, contributed to the abate- 
ment of inflationary pressures. In Pakistan, however 
the food situation has only recently improved with the 
harvesting of the 1953 wheat crop and increased 
imports. In the countries where a rising price trend 
seems to result from inflationary pressures, this may 
still be partly due to the effect of the boom on private 
expenditure. As was noted in previous Surveys, the 
increase in incomes was not immediately reflected in a 
corresponding rise in expenditure, and conversely ex- 
penditure continued to rise after incomes had started 
declining. Since in many countries of the region 
incomes varied directly with export earnings and changes 
in expenditure meant largely changes in imports, this 
pattern led directly to the balance of payments deficits 
of 1952, and where import restrictions had to be imposed 
or reinforced, to rises in the prices of both home made 
and imported goods. Where, as in Malaya, imports have 
remained almost free, the cost of living declined with 
import prices, despite the rise in the price of rice. 


In 1953, however, this cause of inflation had largely 
disappeared, as the decline in export incomes in the raw 
material exporting countries did eventually force down 
the level of consumption. In Burma, no inflationary 
pressures had arisen, for the government succeeded in 
controlling changes in privates incomes, while private 
savings had been high throughout. In Japan and 
Thailand where no significant declines in eyport values 
had taken place, private consumption remained at a 
high level and was a major cause of price increases, as 
excess demand could not be absorbed through a higher 
rate of imports. 


Public finance had been a factor of increasing 
importance in most countries of the region in the last 
year. The boom had enabled most governments to 
expand substantially the volume of their expenditure, 
largely for development purposes. With the collapse of 
the boom and the subsequent decline in revenue, 
unwillingness or inability to curtail expenditure to the 
same extent as revenue fell has in many cases led to 
substantial budgetary deficits which serve as an import- 
ant source of inflationary pressures. 


Efforts have been made in a number of countries to 
avert this danger and in Ceylon, Indonesia and the 
Philippines substantial cuts were made in government 
expenditure, involving curtailment of public investment 
in the last two countries. In Pakistan, while current 
expenditures have been severely limited, spending in the 
interest of economic development continues, and the 
budget deficit coupled with severe import restrictions is 
the main source of the inflationary pressures to which the 


economy is subject. 


In these countries efforts have simultaneously been 
made to curtail private spending: subsidies have been 
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abolished in Ceylon and Pakistan, selective credit con- 
trols have been imposed in the Philippines to limit 
commercial and real estate speculation, and in Indonesia 
import credits have been limited. 


In India, on the other hand, government expendi- 
ture is increasing as physical difficulties which had 
slowed down the early stages of the Five-Year Plan are 
being overcome, while private expenditure increased 
relatively less. Subsidies have been decreased or 
abolished, and a strict monetary policy has been in 
force since the end of 1951. Credit restrictions, 
coupled with an increase in the Bank rate, appear to 
have been effective in bringing down wholesale prices in 
1952 and in limiting commercial speculation. [t appears 
that these restrictions, while they were without much 
effect on the level of consumption (or on the level of 
production of consumer goods), helped to curtail severely 
all types of private investment, and were thus instru- 
mental in avoiding inflationary pressures otherwise likely 
to arise from government deficits. 


In Japan, the Indian pattern was almost reversed, 
for a monetary policy favouring almost unlimited private 
credit expansion was combined with a deflationary fiscal 
policy. Both policies have now been modified and some 
tightening of credit has been announced in the second 
half of 1953 as rising government deficits, despite in- 
creases in tax revenue, have created some concern 
over monetary stability. 


EXPORT EARNINGS AND ECONOMIC 
DEVELOPMENT 


At the end of 1953 it appeared that the main concern 
of governments would be the level of export earnings and 
the amount of resources available for development. 
Exports not only provide exchange to import the 
necessary capital goods and maintain essential consump- 
tion, but in most countries they are also, directly and 
indirectly, the basis of government revenue from which 
domestic expenditure on development must be financed. 


Export earnings are unlikely to increase appreciably. 
Commodity prices have tended towards stability in 1953, 
and there is little prospect of substantial rises. More- 
over, present prices, in relation to the structure of pro- 
duction costs in the region, hardly provide an incentive 
for expansion of the volume of production and exports. 
In the case of rice substantial price falls may well occur, 
while raw material prices are highly sensitive te changes 
in the level of activity in the United States. 


Necessarily the region, as a whole, has to adjust 
itself to external factors, and the power of governments 
of the region to initiate changes in the economies of their 
countries is thereby limited. Yet it is open to them 
by appropriate national policies, both in the short term 
and in the long term, to create conditions leading to 
favourable long-term developments. 
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Any check in the production of commodities result 
ing from recent price developments may have con 
sequences going far beyond the boundaries of the region. 
or the prospects for a single year. The improved 
world trade and payments in the last few years 
has been due to no small extent to an increase in 
supplies available for export from non-dollar sources, 
and an interruption in the rising trend in commodity 
production could worsen the position of Europe and 
Japan as well as that of the primary producers them- 
selves. 


Within the region, there may be possibilities of 
co-operative action. Rice is a case in point; should too 
severe a price decline (or the policies of the exporting 
countries) threaten the long term growth in export avail- 
abilities, food importing countries may be faced with a 
recurrence of shortages. 


However, in many countries of the region, the 
immediate problem is that the prospective level of export 
earnings and of government revenue is hardly sufficient 
to provide the increasing amount of resources which 
governments wish to devote to economic development, 
and next year may see a sharper conflict between the 
requirements of rapid growth and of monetary stability. 
In addition, many countries of the region are committed 
to a policy of social welfare expenditure, which may 
prove difficult and perhaps inadvisable to curtail even 
in case of falling revenue. On the basis of present 
available resources it would be unrealistic to hope for 
any rapid economic progress since the level of genuine 
savings for investment is still low. The interest expressed 
by several governments of the region in an increased 
and more assured flow of foreign aid is readily under- 
stood in this context. Deficit budgets, offset in their 
inflationary effects by reduction in private investment 
or by utilization of foreign exchange resources, have 
helped in maintaining expenditure, but any large recourse 
to them may lead to inflationary pressures of a difficult 
and unfavourable kind. 


Some countries have faced boldly up to the 
problem; for instance, the Philippines has chosen in 
favour of orthodox monetary and _ fiscal policies, 
while Pakistan by contrast is financing economie 
development through a deliberate policy of repressed 
inflation. Intermediate solutions have been adopted 
elsewhere, but in many cases current policies are no 
more than a temporary palliative insufficient to ward 
off the threat of inflation, or to control its effect should 
it follow from a higher rate of government expenditure. 
These questions are discussed in the following 
of part I: taxation as a means of diverting ic 
development purposes, and of controlling internally 
generated inflationary pressures is dealt with in chapter 
3, while in chapter 4 brief consideration js given to the 
range of policies open to governments who are attempt- 
ing to speed up the process of economic development, 
under the present circumstances of financial stringency. 


Part I. 
THE REGIONAL SITUATION 


Chapter I. 
THE FOOD POSITION 


Countries in the ECAFE region have shared in 
in the world-wide improvement in the food situa- 
Regional production in 1952/53 rose to a post- 

high, and for the first time since the war cereals 

at has exceeded significantly the pre-war average; 
ugh on a per capita basis, it is still far below it. 


Chart 1 
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Moreover, the output of rice, the main staple of 
the peoples of the region, registered nearly an eight per 
cent increase over the previous year, the greatest 
improvement in any post-war year, and now stands well 
above the pre-war level. This improvement was shared 
by almost all countries in the region, whether deficit or 
surplus, with the main exception of Thailand, which how- 
ever had large carry-over stocks from the previous crop. 


The increased food production of 1952/53 was due 
in a large measure to good weather which favoured 
extension of cultivation and realisation of better yields. 
But two other important contributory factors were the 
widespread grow-more-food measures and the improved 
security or institutional conditions in some countries. 
Steps to stimulate food production through construction 
of irrigation works, distribution of agricultural requisites 
and provision of suitable incentives have made good 
(although far from uniform) progress among the 
different countries of the region. In India sanctioned 
expenditure of the central government on short term 
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ECAFE REGION?: 


FOOD PRODUCTION 
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grow-more-food measures for 1952/53 amounted to about 
Rs. 227 million as against actual expenditure of about 
Rs. 154 million in 1951/52. Besides, agrarian reform 
made considerable progress during 1952. In Indonesia, 
the area covered by improved paddy seed increased from 
8 million hectares in 1951 to 1.01 million hectares in 
1952 (15 per cent of the total area). Similarly, in 
the Philippines, programmes covering distribution of 
fertilizers and redistribution of land to landless labourers 
made substantial headway. Improved internal security 
conditions in Burma made possible a significant expan- 
sion of the paddy area during 1952. In China increased 
production in the mainland has been assisted by the 
restoration of peace and order since October 1949, the 
extension of peasant proprietorship through land reforms, 
the organization of mutual aid teams, the provision of 
suitable price incentives and the supply of consumer 
goods needed by agriculturists. While measures to in- 
crease food production had been in progress in most 
parts of the region during the past few years, it was 
largely the favourable weather conditions in 19521 which 
made it possible to reap the full benefit of these measures, 
by making effective the production potential they had 
created. 


Over the major part of the region, the larger crops 
of 1952 (particularly rice) became available for con- 
sumption towards the end of 1952 or early in 1953. 
With the coming into the markets of these crops, the 
supply position eased and prices of locally produced food 
grains tended to decline. In areas where spring crops 
are important, the position improved further after the 
spring harvests of 1953. Owing to the continuing high 
prices for imported cereals, a growing price disparity 
had tended to develop between imported rice and the 
local grains, with a resulting shift in demand away from 
imported rice. 


The shift in demand has a special significance 
because import requirements depend mainly on the size 
of local procurement in relation to the offtake (or issues) 
from government stocks. In the case of most of the 
deficit countries, import needs tended to go down in 
1953 both because larger production increased domestic 
procurement possibilities and because the higher cost 
of imported grains tended to decrease the offtake. 


Thus in India, where subsidies on imported food 
grains had been drastically curtailed in 1952, the gap 
between the prices of locally produced food grains and 
those of imported food grains tended to widen from 
October-November 1952, resulting in a reduction of effec- 
tive consumer demand for imported food grains.2 Stocks 
of imported food grains with the government began to 


1. In mainland China, however, weather conditions your: 
Fe aS Vane: onditions were favourable 


2. The gap between the price of imported rice and th 
at of locally 
produced cereals (other than rice) became wide and, as a con- 
sequence, part of the demand for rice was switched over to cheaper 
cereals—millets, ete. 


accumulate and imports of food grains were reduced in 
1953 while the decontrol of food grains was further 
extended. The population covered by rationing, a 
stood at 114.2 million in May 1952, came down to 89.5 
million in June 1953. The all-India monthly offtake of 
food grains amounted to 0.35 million tons in May 1953 
and to 0.36 million tons in June or 33 per cent less than 
in June 1952. In the Philippines, as imported rice 
became more expensive than local rice, offtake of 
imported rice virtually stopped, and in August the 
government had still on hand nearly 63 per cent of the 
rice imported in 1952. In Indonesia and Ceylon, also, | 
offtake of imported rice was lower in 1953, enabling 
these governments to manage with lower imports. In 
Ceylon, effective demand for imported rice tended to go 
down after September 1952 partly because of a reduc-#) 
tion in the rice ration and partly because the loc 
harvests became available. Thus, in the first half of} 
1953, rice offtake was nearly 22 per cent lower than in 
the corresponding period of 1952. Although the rice 
ration has been increased appreciably from 20 Julys 
1953, offtake in August 1953 was lower than in the 
corresponding month of 1952 because of the increase in| 
prices,? and in the following month, it declined by nearly} 
10 per cent. Although imports were no higher than) 
in the previous year, rice stocks at the end of September|). 
1953 were nearly four times the September 1952 level. 


In Japan imports of food grains in the first three 
quarters of 1953 amounted to 2.4 million tons or 12 per 
cent less than in the corresponding period of 1952. 
However, rice imports in 1953 are expected to exceed the 
1952 imports by about 10 per cent, owing to the 
shortfall of the 1953 rice crop. 


The position was different in the case of Pakistan 
which became a food deficit country in 1952, following 
harvesting of a poor wheat crop. A _ considerable 
quantity of wheat (0.32 million tons) had to be imported 
in 1952. The 1953 wheat crop was also unsatisfactory 
and nearly 0.87 million tons of wheat had to be 
imported during the first three quarters of 1953, 
Following larger imports from abroad and harvesting 
of the 1953 wheat crop, the supply position has improved 
considerably. Thus, by June 1953 the wholesale price 
of wheat was 48 per cent lower than it had been in 
January. Local procurement of wheat was also appreci- 
ably better in 1953.4 


While in the preceding post-war years, it was 
largely the shortage of rice supplies following disruption 
of production in Burma and the States of Indochina, » 
which limited regional trade, in 1953 the reduction of 
effective demand for imported rice became a more 


3. Rice price has been increased from 12 to 35 d 
pasion, has been increased from 2 lbs. per head eral 2. te on - 
n additi y iti 3 
ved ion, the consumer can buy an additional 1.5 lb. at 43 cents 


4. Local procurement amounted to 0.29 million to i F 
September) as against 0.16 million tons in 1952. ‘n 1958 (ADEE 
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ortant factor in the situation. As indicated above, 
reduction in effective demand was brought about 
nereased availabilities of food grains in importing 
itries and higher relative prices of imported rice. 
le some of the deficit countries aided this latter 
ency by reducing or withdrawing subsidies on 
orted grains, the surplus countries contributed to it 
requiring higher prices for rice. Thus, early in 
3 Burma increased the export price of rice on govern- 
t account from £55 to £60 per long ton. Thailand 
1 to increase export prices on trade account by 
anding higher premia for the grant of export 
nits.1 Reduction in effective demand for imported 
has enabled importing countries to pay greater 
mtion to quality and price and also to cut down 
orts. Since almost the entire rice surplus of the 
on is now utilized within the region,? this has meant 
ackening of exports from the rice exporting countries 
3urma, Thailand® and the States of Indochina. To 
ertain extent, the emergence of mainland China 
an exporter of rice has also contributed to lower 
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*: 1953 figures reprosent annual rates based on Jan-Oct for Burma, 
and Jan-Sept for Cambodia-Laos-Viet-Nam. For Thailand calendar 
year figures are used. 


Both Burma and Thailand have been allowing exports of about 
ene-third of total quantity on trade accoynt. 

In the pre-war years, nearly 26 per cent of the total regional rice 
surplus was exported outside the region. 

In the case of Thailand where data are available for the full year 
1953, rice exports amounted to 1,340,000 tons as against 1,425,000 
in 1952. 
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shipments from the traditional exporters of rice. Under 
a trade agreement with Ceylon, mainland China agreed 


to supply 270,000 tons of rice in exchange for 50,000 
tons of rubber during 1953.4 


Table 2 below indicates the imports of food grains 
(including rice) in deficit countries. 


Compared to the previous two years, the financial 
strain on governments of the region on. account of 
imports and distribution of food grains was appreciably 
lower in 1953. This was due mainly to reduction in 
the volume of imports. In Pakistan where imports were 
larger, the major part of them has become available 
from the United States in the form of a gift. Another 
important development, which helped reduce, in some 
measure, the strain on foreign exchange resources of 
the deficit countries, was the sharp decline in wheat 
prices in the international markets in the second quarter 
of 1953. This was due to the expectation of a sub- 
stantial increase, mostly in North America, in supplies 
available after July 1953. In the second half of the 
year, export markets in the main surplus countries 
remained generally weak owing largely to sluggish export 
demand. Between mid-October and mid-November 1953 
the Canadian wheat export prices, both under and out- 
side International Wheat Agreement, declined by 8 cents 
per bushel, thus bringing the IWA price to 1.89 Canadian 
dollars or 18 per cent lower than last year’s. Towards 
the end of December the Australian wheat price outside 
IWA (c.if. U.K. ports) was about 13 per cent lower 
than in July 1953. The full effect of these price declines 
might be felt in 1954 because of the time lag between 
purchases abroad and their receipt in importing 
countries. 


The position in 1954 will depend largely on the 
outturn of the rice crops harvested towards the end of 
1953.° While precise information about the size of these 


4. Mainland China exported in all 100.000 tons of rice in 1951 and 
200,000 tons in 1962. 

5. In the case of Pakistan much depends on outturn of the spring 
1954 wheat crop. 
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ECAFE REGION: 


IMPORTS OF FOOD GRAINS IN DEFICIT COUNTRIES 


Thousand tons 


a 


Percentage 

India Ceylon Japan Malaya Hong Kong | Indonesia Total accounted 

for by rice 
-38 aver ee 1,986 558 2,004 618 201 366 Bag 89 
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ces: Prior to 1953, FAO: for 1953: Ministry of Food and Agricul- 
ture, India: H. M. Customs, Colombo; Registrar of Malayan Statis- 
tics, Malaya: Department of Commerce and Industry, Hong Kong; 
Central Bureau of Statistics (Penerbitan Kantor Pusat Statistik), 
Indonesia. 


GENERAL NOTES: Foodgrains included are rice, wheat and wheat 
flour, millets and sorghum, maize and barley. 


a. Jan-Sep. 
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crops is not yet available, present indications are that 
the regional production of rice is likely to show an 
increase of slightly more than 1 per cent over the 1952 
level. Moreover, the rice crops in deficit countries may 
turn out to be larger than the good crops of 1952, except 
in the case of Japan. In that country, the 1953 rice 
crop has shown a shortfall of about 20 per cent com- 
pared to the 1952 level, and the corresponding decline 
with respect to the 1951 crop is about 10 per cent. On 
account, however, of the increase in basic rice procure- 
ment price and the early delivery bonuses, procurement 
of rice out of the 1953 crop has turned out to be better 
than earlier estimates.1 It already seems likely that in 
1954 reduced import needs elsewhere in the region will 
offset the increase in Japan’s rice requirements. On the 
other hand, rice surpluses available from the traditional 
rice exporters—Burma, Thailand, the States of Indochina 
—are expected to exceed the 1953 level by approximately 
a million tons. Mainland China, with a crop no higher 
than last year’s, plans to export 270,000 tons of rice to 
Ceylon in 1954 in accordance with its trade agreement. 


Thus, the tentative picture of the 1954 food position, 
which emerges at the end of 1953, indicates a consider- 
able increase in export availabilities in the region, as 
against limited changes in effective demand at current 
prices. But effective demand could be stimulated 
appreciably by a downward adjustment of prices that 
would shift consumption back towards the pre-war 


1. Rice procurement from September to 20 December, 1953 amounted 
to 2.76 million tons of brown rice. In 1952, procurement during 
the same period had amounted to 3.75 million tons, but in the 
corresponding periods of the preceding 3 years, it had varied be- 
tween 3.1 and 3.2 million tons. 


| 
import pattern. The recent agreements concluded by 
Burma with Ceylon and Japan which provide for export 
of 200,000 and 300,000 long tons of rice respectively at 
£50 per ton as against £60 for the 1953 crop, reflect 
an appreciation of the new relation between demand and 
supply. It is also reported that between June and 
November 1953 the export price of rice from Thailands. 
on private account had dropped by 15 per cent? 
Whether the price decline that has occurred so far will 
prove sufficient to ensure the offtake of available sur- 
pluses, will depend among other things on the actual 
size of the late 1953 crop. 


This situation is a complete reversal of the shortages} 
of the previous years. Prices are once again the govern- 
ing factor in the regional rice market, and a considerable} 
expansion in consumption would be possible if they were® 
reduced. However, the rice trade is largely controlled 
by the governments of exporting countries, which derive? 
substantial revenues from it and naturally tend towards @ 
a policy of price maintenance. Lower export prices 
would entail the sacrifice of revenues or of incentives 
to growers, or both; but high prices have placed rice 
at a disadvantage compared with grains from dollar 
sources, the prices of which are falling. So much is 
evident from the willingness of governments to spend 
hard currencies on food imports. Before the war rice 
accounted for a far higher proportion of the grain 
imports of the deficit countries, and a return towards 
this pattern of food trade, which could prevent growing 
surpluses in the exporting countries. depends essentially 
upon a substantial reduction of export prices. 


2. The quotation is for white rice 5 per cent broken. 


Chapter 2. 
THE EXPORT DECLINE 


INTRODUCTION 


The economy of ECAFE countries except main- 
d China has largely been dominated in the last 

years by very sharp fluctuations in commodity 
ces, affecting not only export earnings, but also 

level of government and the whole 
ipo of economic activity. High prices in the early 
iod of the Korean war boom made possible sub- 
atial increases in consumption levels as well as the 
aching of a great many development projects, but in 
period of price decline retrenchment became neces- 
y. The impact of the price fluctuations was not con- 
ed to those countries in which exports account for a 
ystantial proportion of national income; in India 
yorts are small in relation to national income, yet 
iationary pressures arose from the commodity boom, 
d sharp price declines followed. In the case of Japan, 
ich is a large-scale importer of primary products and 
sorter of manufactures, the impact of the Korean war 


revenue 


om nevertheless resulted in a great rise in exports 
d an improvement in the terms of trade. While Japan 
d not suffered, as other countries did, from a sharp 


TABLE 3 


deterioration in the terms of trade in the subsequent 
period, it had nevertheless experienced declines in export 


prices comparable to those of other countries. 


In fact 


it appears that, apart from mainland China, only the 
Philippines has not shown the general pattern of events, 
largely because of the counteracting effect of the United 
States Government expenditure. 


markets for their export products. 


The timing of events has varied from country to 
country according to the particular factors affecting the 


While the peak was 


generally reached as early as the first half of 1951, the 
rice exporting countries continued to enjoy until the 
middle of 1953 favourable export markets, but in the 
near future they also may have to face the problems of 


readjustment that earlier confronted the raw material 


exporters, 


value 


No very dramatic changes occurred in 1953. While 
some substantial price changes are still in progress, the 


of both exports and 


imports has 


declined 


moderately in most countries of the region and the 


prevailing impression is that of a return to normal. 


ECAFE COUNTRIES:* VOLUME OF EXPORTS OF MAJOR COMMODITIES 


Thousand tons 


1938 1948 1949 1950 1951 1952 1953 
— £- 

a 871 1,435 1,417 1,752 1,770 1,643 1,543 
jatecedicgions’ «. .. -- -- -- | 30 42 40 43 41 46 40 
metal a ree ae | 62 48 59 83 66 64 6 
0 Se eee = 413 392 612 672 ae 1,004 
> manufactures .. .. -- -- «+ 947 941 772 648 805 “ 
ietiigied 2 ww ee te | AI 931 1,049 1,154 1,306 1,183 841 
a a a 463 259 218 239 247 ey 380 
ton piecegoods® ; 
(million square metres) .. 3 Pits 2,563 596 1,016 1,951 BY ee 
1 LS 356 319 377 351 412 382 
— |. lk. ae: 5,358 2,198 2,500 2,801 3,230 3,083 2,563 
; Sear 1290 281 4 1,050 856 1.254 1,469 


Data represent total exports of major producing countries given 
in infra, Table 8, Asian Economic Statistics Section, which, in the 
case of individual commodities, are as follows: rubber: Brunei, 
Burma, Ceylon, the States of Indochina, Indonesia, Malaya (net 
export), North Borneo, Sarawak, and Thailand; tin-in-concentratcs: 
Burma, Indonesia, and Thailand; tin metal: Malaya; jute, raw: 
Pakistan and India; jute manufactures: India; oilseeds and oils: 
Ceylon, Hong Kong, India, Indonesia, Malaya, North Borneo and 
the Philippines; cotton, raw: India and Pakistan; cotton piece- 


ono 


A : : : a 
gods: India and Japan; tea: Ceylon, India, Indonesia, Japan an 
Pe eiiatirs rice: Burma, China (Taiwan only), the States of Indo- 
china, and Thailand; sugar: China (Taiwan only), Indonesia and 


the Philippines. 

Annual rate based on Jan-Jun figures. 
Includes exports to Malaya. 

Oi] equivalent. 


Length figures for India converted on basis of 1 yard width. 


COMMODITY PRICES AND PRODUCTION 


Most ECAFE countries depend for their export 
earnings on a small number of commodities, and for 
the countries of the region! (excepting Japan), eight 
commodities or commodity groups, including rice, oil- 
seeds and oils, tea, rubber, tin, petroleum, cotton and 
its manufactures, and jute and its manufactures, 
accounted for about 70 per cent of total exports in 
1950. With the exception of rice and petroleum pro- 
ducts, which are largely traded within the area, these 
commodities also accounted for the bulk of ECAFE 
countries’ exports to Europe and the United States. 
Concentration on these few commodities makes the 
region highly sensitive to changes in their market con- 
ditions, and, with the exception of tea, rice and petro- 
leum, they have shown a remarkable degree of price 
instability which largely created the difficulties of violent 
inflation and later of re-adjustment which had con- 
fronted most ECAFE countries in recent years. 


Rubber 


While all commodities have reacted to the impact 
of the Korean war, both the timing and the amplitude of 
price movements have varied considerably according to 
the particular factors affecting the market for individual 
commodities.2, Rubber is not only the most important 
export product of the area in value, but has also shown 
the greatest price fluctuations. Thus the average annual 
export earnings of the region from rubber, in the three 
years 1950-1952, exceeded the 1948 average by about 
$800 million. The Korean war boom hit the rubber 
market with special violence, for it reinforced a trend 
of prices already strongly upward, and demand for stock 
accumulation took particular strength from the general 
fear in the consuming countries that the source of supply 
might be cut off by an extension of military operations. 
A truly spectacular increase in the prices of rubber took 
them by February 1951 to a level 24 times that of the 
first half of 1950 and as high as five times the 1949 
price. 


The response of production to this price rise was 
impressive in the case of Indonesia where smallholders’ 
production more than doubled between 1949 and 1951. 
In Malaya, on the other hand, the shortage of labour 
on the estates actually resulted in a decline in output 
which more than offset the modest increase in small- 
holders’ production. Altogether, exports of countries 
in South East Asia were in 1950 and 1951 only 20 per 
cent above the level of 1948 and 1949, which was how- 
ever already over 60 per cent higher than in 1938. 


1. Including Burma, Cambodia, Ceylon, China (Taiwan only), Hong 
Kong, India, Indonesia, Japan, Laos, Malaya, Pakistan, Philip- 
pines, Thailand and Viet-Nam but excluding mainland China, 
Korea and Nepal. 


2. For a more detailed study of the important commodities exported 
from the ECAFE region, see A atudy of Trade between Asia ad 
Europe, United Nations publication 1958, II. F. 3. 
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Chart 3 
INDEX NUMBERS OF WHOLESALE PRICES 
OF SELECTED COMMODITIES 
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Rubber R.S.S. No. 1; f.o.b. Singapore. 
Tin Cash, London. 

Cotton Raw, 4F, Punjab, R.G. Karachi, 
Jute Raw, Middle, Narayangunj. 
Textiles Export price, Japan. 

Coconut Oil f.o.b. Singapore. 

Copra Rosoeada, Manila. 


Rice Unit value of exports; Burma. 
Tea Medium grown, Colombo. 
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The high prices of natural rubber prevailing in 
1 and in early 1952 resulted in a substantial sub- 
ition of the synthetic product. Thus in 1951 con- 
aption of natural rubber declined by 200,000 tons, 
compared with 1950, while the consumption of syn- 
ic rubber increased by a slightly larger amount. 
sstitution continued into 1952, although at a slower 
», because as its price fell rapidly, natural rubber 
, regaining a more competitive position as compared 
che synthetic product. 


By the third quarter of 1953, the price decline 
| slowed down considerably and, at a price of around 
20 per lb. in New York, natural rubber may be 
ected to retain its competitive position and share 
y in the benefits of any further expansion in world 
nand, 


The market has been highly artificial in the last 
- years. Stockpiling activities, mostly by the United 
tes Government, have resulted in purchases well in 
ess of current consumption. On the other hand, 
important potential consumer, mainland China, has 
sn, until the recent signing of an agreement with 
ylon, practically excluded from the market. A simul- 
veous disappearance of stock piling by the United 
ites and full resumption of purchases by mainland 
ina would, however, leave the rubber market consider- 
ty weakened. 


Another weakness in the rubber industry lies in the 
‘t that while prices are back to the pre-Korean war 
el, the whole structure of costs has shifted upward, 
irkedly so in Indonesia, and to a lesser but still signi- 
ant extent in Malaya and Ceylon. In the more 
stant future the industry can however look forward to 
bstantial increases in productivity upon the coming 
-o production of the new improved strains currently 
ing planted (mostly in Malaya). 


nv 


The boom in tin was affected by much the same 
fluences as applied to rubber. But the market had 
en falling prior to the outbreak of the war in Korea 
d prices started rising with some time lag. Both 
orld output and consumption were still well below the 
36-1938 level, and it was only under the impact 

the rapidly rising prices at the end of 1950 
d in the beginning of 1951 that exports of tin 
9m South East Asia equalled and later exceeded the 
ceptionally low export rate of 1938. The second half 
1951 saw a fall of prices from the peak reached in 
e first half, followed by a temporary stability of tin 
ices at a level 60 per cent higher than in the first 
If of 1950. This price stability, which lasted until the 
d of the first quarter of 1953, was the result of 
ntracts placed by the United States Government for 
rchases of tin from both Indonesia and Malaya, and 
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the price $1.22 per lb. dominated the market for over 
a year. The reduction of the stocking programme 
(anticipated and actual) led in March 1953 to a sharp 
decline in the price of tin and by August 1953 it was 
back to its level before the Korean war, although it has 
risen by nearly 10 per cent since then. 


A buffer stock agreement to prevent wide fluctua- 
tions in the price of tin was concluded at the United 
Nations Tin Conference in December 1953 and will be 
open for signature until 30 June 1954. The agreement 
would operate in such a way as to keep the price of tin 
metal within the range of £640 and £880 sterling a long 
ton. The proposed arrangement is of special significance 
to the region which produces the major portion of the 
world’s tin supply. 


Jute and jute manufactures 


The price of jute both in London and New York 
was in 1949 nearly five times the 1938 price, a contrast 
with the saturation in rubber due to conditions of con- 
tinued scarcity, reinforced by the interruption of trade 
between India and Pakistan. Jute prices in 1950 were, 
however, falling, following a sharp increase in export 
availabilities in Pakistan, and it was not until the end of 
1950 that jute prices showed a significant increase. In 
1951, alhough there was a further significant increase 
in supply of both raw jute from Pakistan and jute 
manufactures from India, a sharp rise in prices took 
place following the abolition of the control of jute prices 
by the Indian Jute Mills’ Association and reaching its 
peak during the second quarter of the year. High prices 
led to substantial decline in consumption and a further 
shift to the use of substitute materials, and with the 
arrival of a larger crop in 1952 in India and Pakistan, 
the bottom dropped out of the market, jute prices falling 
in the middle of 1952 to a level only 2 of the peak. 
The decline in jute prices and severe restrictions on the 
sowing of jute in Pakistan resulted in a much smaller 
crop in 1953. The decline in production led to expecta- 
tions—fulfilled to a limited extent in the second and 
third quarters of the year—-of a rise in prices, while 
the volume of exports of raw jute rose sharply at the 
end of 1952 and in the first half of 1953 under the 


stimulus of stock replenishment by consumers. 


It is anticipated that the improvement in the com- 
petitive position of jute products relative to paper and 
other substitute materials may increase the demand for 
hessian in the coming year. The outlook for sacking 
may not be so favourable since the trend towards bulk 
packaging of grains continues. 


Oilseeds and oils 


Production of oilseeds and oils in Asia, the main 
exporting area, has not yet reached the pre-war level 
and exports from the region, even at their 1951 peak, 
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were lower than before the war, owing largely to the 
decline in groundnut exports from India and in sea- 
borne exports of soybeans from mainland China. These 
were scarcity conditions and the prices of most oilseeds 
and oils before the outbreak of the Korean war were 
very much in excess of the pre-war level. Thus in 1948 
coconut oil in the United States and in the United 
Kingdom was sold at more than four times the 1938 
prices. But the fairly rapid improvement of production 
since then has imparted a strongly downward trend to 
prices. The volume oi exports of oil seeds and oils 
from the ECAFE region increased by 40 per cent between 
1948 and 1951, and even more significantly, the balance 
of production and consumption in the United States 
swung sharply after the war so that by 1952 that 
country had emerged as the largest single net exporter 
of fats and oils, whereas before the war it had been the 
third largest importer after the United Kingdom and 
Germany. The falling secular trend in prices prevented 
any very great increase in the prices of oils during the 
Korean war. Thus in the Philippines the price of copra 
rose by less than 50 per cent between the first half of 
1950 and the peak reached in the first quarter of 1951. 
The consequent rise in production was however sub- 
stantial and the large volume of exports in the course of 
the year contributed to a rapid price fall: by April 
1952, which marked the lowest point, the price was 
barely more than half that prevailing before the start 
of the Korean war.! Copra and coconut oil prices 
staged a sharp recovery in 1952 following the serious 
fall in production both in Indonesia and in the Philip- 
pines. The first half of 1953 marked a further decrease 
in the exports of copra and also of groundnuts; succes- 
sive bad harvests and sharp rises in domestic prices led 
the Indian Government to impose an export ban on the 
latter in June 1953. Later in 1953 exports of copra and 
coconut oil from the Philippines and Indonesia recovered 
substantially, as prices rose again after a recession in 
the second quarter. 


Cotton and manufactures 


Pakistan and, to a far smaller extent, India are 
exporters of raw cotton, while Japan and India are the 
main importers—the latter importing long staple cotton 
not locally available. Japan and India, who are also the 
principal exporters of cotton manufactures, obtain a 
substantial portion of their raw cotton from the United 
States. India also buys in Egypt, while Japan is the 
main market for Pakistan.2 The area sown to cotton 
was severely restricted during the war owing to export 
difficulties and the need for increased food production, 
but cotton output has expanded steadily since then, 


1. While the prices of all oils and oil seeds roae from the middle of 
1950 to April 1951, and declined up to April 1952, the amplitude of 
the movement varied considerably, as did also the subsequent 
trends. Although edible oils have usually followed the same pat- 
tern as copra, industrial oils, linseed for instance, have continued 
a decline i till the middle of 1953. 

2. ainland China was the main importer of Pakis i 
1951/52. tan cotton in 
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owing mainly to an increase in area sown in India and 
to increases both in area and productivity in Pakistan, 
where higher yielding American type strains have been 
introduced on a large scale. Owing to the post-war 
scarcity of cotton in soft currency countries, cotton prices 
in Pakistan were higher in most post-war years than the 
corresponding prices in the United States. Furthermore, 
under the impact of the Korean war boom, the price 
of Pakistan cotton rose sharply, nearly doubling between 
the first half of 1950 and March 1951 as against a/ 
50 per cent rise in the United States during the same 
period. While these high prices limited the volume of 
exports in 1951, a sharp decline in prices led to a con- 
siderable rise in shipments in 1952 and in the beginning = 
of 1953. By the end of 1952 Pakistan cotton price 
was lower than before the Korean war boom, while the 
United States price had remained substantially above it. 
In 1953 the food crisis in Pakistan led to some restric- 
tion of the area sown to cotton but a greater fall in 
production is expected, owing to unfavourable weather 
conditions. Exports might fall even more than output 
since the rapid expansion of the cotton textile industry 
in Pakistan is likely in future to absorb an increasing 
proportion of domestic production.3 


As regards cotton manufactures, Japanese exports 
made a slow recovery after the war. Indian exports on 
the other hand rose rapidly and in 1950, when textile} 
demand was at its peak, reached 63 times their pre-war 
level, thanks to the highly competitive price of Indian 
textiles brought about by controls which stabilized at a 
low level the domestic price for raw cotton. The 
Japanese cotton textile industry, on the other hand, 
with its capacity still severely limited, was not in a 
position to increase substantially the volume of exports, 
and it reacted to the Korean war boom by a rise in 
prices of a size unusual jn the case of manufactured 
goods: between the first half of 1950 and the peak 
reached in the first quarter of 1951 export prices of 
Japanese cotton piece goods rose by 80 per cent. 


The downswing, in turn, also affected differently the 
two major exporters of the region. The recession in the 
textile trade in the course of 1951 hit the volume in the 
case of India and the prices of exports in the case of | 
Japan. In 1952, however, both prices and quantities | 
declined in the two countries until a marked recovery : 
in the textile trade became apparent in the second | 
quarter of 1953. } 


Because of the slow expansion of cotton cultivation, 
the growth of cotton textile production in the region 
may have to depend on continued imports from outside 
the region, unless great advances in productivity can 
be achieved. Export markets within the region for 
cotton manufactures are unlikely to expand substantially 


3. Production in 1950/51 and in 1952/53 amounted 
million bales respectively, while consumption ane: trom Se 
to 0.38 million bales. - 
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‘number of countries—Pakistan is foremost amongst 
i—are developing their domestic industries, while 
mber of other countries have imposed import restric- 
: for balance of payments reasons. 


The production of tea in ECAFE countries exclud- 
mainland China was 30 per cent higher in 1951 than 
war, while exports from the main producing coun- 
were only 10 per cent above pre-war, owing partly 
acreases in consumption in the producing countries. 
prices have shown a greater stability than those of 
of the commodities reviewed so far. While they 
ved little rise under the impact of the Korean war 
n, they did however, despite the existence of a 
jucers’ agreement among the four main exporting 
stries, decline in 1951 and fall appreciably in 
2, This decline affected most severely some of the 
sr grades of tea exported from India and Pakistan 
a number of tea gardens in Northern India closed 
n early in 1953, laying off 42,000 workers. The 
e decline led to a drop in production in 1952 and 
even greater decline in exports. Prices recovered 
ewhat late in 1952 and in 1953 and approximate 
librium has again been reached in the market. 


While the raw materials which have been discussed 
far had shown a fairly uniform pattern, to which 
1 tea conformed to a large extent, the course of 
ort prices of rice was very different. 
hapter 1 conditions of scarcity had prevailed in Asian 
‘kets until the middle of 1953, because production in 
ma and the States of Indochina recovered only slowly, 


As stressed 


there was a steady rise in prices. The slight decline 

- took place in the volume of exports in 1952 was 
ely due to the failure of Thailand to sell the whole 
its crop, price not being acceptable to the govern- 
it. The break in the market in 1953 was essentially 
to a reduction in effective demand for imported rice 
ught about by increased local production and relative- 
1igh rice prices. 


ar and petroleum 


In the case of the Philippines the price of sugar 
been stabilized by the quota agreement with the 
ted States; the export price rose slowly but steadily 
il the latter part of 1953. Earnings from sugar have 
s varied with the size of the crop, having fallen sub- 
tially in 1951 and risen to a post-war peak in 1952, 
le in the first half of 1953 they appeared to show a 
in relation to the corresponding period of the pre- 
is year. Exports from Taiwan were sold at free 
‘ket prices, which had risen up to 195] but suffered 
ibstantial decline thereafter. 
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The same price stability has been a characteristic 
of petroleum and petroleum products during and after 
the Korean war boom; the firm control kept by the 
large companies prevented any serious fluctuations in 
prices, and earnings from petroleum products have 
increased with the growth of output. 


EXPORT EARNINGS 


The export earnings of countries in the ECAFE 
region have been largely determined by the prices of 
the main commodities which have just been reviewed 
and, to a lesser degree, by changes in export volumes, 
although in some cases the prices themselves partly 
reflected independent fluctuations in production. Follow- 
ing the general trend in commodity prices, export earn- 
ings have been falling since the first half of 1951 and 
were still declining in the first half of 1953, although 
many commodity prices were by then recovering from 
the 1952 falls. While the decline was extremely rapid, 
by nearly $1,000 million between the first and the 
second half of 1951, it gradually tended to taper off 
and the fall in export earnings between the second half 
of 1952 and the first half of 1953 was reduced to about 
$280 million (see table 4). Figures for the 13 countries 
in the region for which data are available for the third 
quarter of 1953 indicate that this downward movement 
has at last come to an end, and the value of exports in 
the third quarter has been a little higher than in the two 
previous quarters. Wide-spread gains were to a large 
extent offset by a continued steep decline in the exports 
of Malaya, caused by the further fall in rubber and tin 
prices. 


The evidence so far available thus suggests that the 
level of export earnings of the region were tending 
towards stability around a level somewhat higher than 
before the outbreak of the Korean war. The value of 
exports of 14 countries in the region including Japan in 
the first half of 1953 amounted to an annual rate of 
approximately $6,600 million while in the first six months 
of 1950 they were at an annual rate of $5,200 million. 
Part of this improvement was, however, due to the sub- 
stantial increase in Japanese exports over the period. If 
Japan is excluded, a less favourable picture emerges, 
showing a rise in exports between the first half of 1950 
and the first half of 1953 from an annual rate of $4,600 
million to one of $5,400 million. Net exports (excluding 
extra-regional trade) of 13 countries in the region (other 
than Japan) in the first half of 1953 can be estimated 
to have been about 25 per cent higher than in the first 
half of 1950. This rise, in relation to rises in import 
prices during the period, by 22 per cent from the 
United Kingdom, by 15 per cent from the United States 
and by 20 per cent from Continental Europe, gives an 
indication of a small increase in the ability of the region 
to import manufactures from its main sources of supply. 
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TABLE 4 
ECAFE COUNTRIES: VALUE OF EXPORTS 


Monthly averages 


Million dollars 


md. 1953 
1950 1951 1952 | 
n-Jun 
Jan-Jun Jul-Dec Jan-Jun Jul-Dec Jan-Jun Jul-Dec ioc 
Malaya and British Borneo 86.9 
Uistevier = lt hoe a ee 66.8 151.8 190.2 140.5 111.9 101.5 
British Borneo nt 
Brunei... 5.6 5.6 7.4 7.4 7.8 7.8 1s 
North Borneo 1.7 2.8 35 27 2.0 1.6 
Sarawak 8.6 eg) 14.3 13.4 IADR 11.7 63.3 
Indonesia Shae Dee ae 41.7 88.0 Tes 97.7 76.3 75.8 pe 
Pcrikist crn eee eae mer me Bed at 32.4 49.0 79.5 47.7 53.5 35.2 32.3 
Philippines> 23.5 31.9 39.5 ype 32.3 25.7 one 
Ceylon Pee ee eT STA? He? 21.3 31.0 36.0 30.9 29.0 23.6 ple 
Gjueilleniel, oye Shh Gg ee em ee 22.2 25.8 31.5 30.7 27.6 25.9 ane 
Burm Cereal rk ite ch ak 2 12.5 139 19.3 15.4 21.8 92.2 oF 
Cambodia, Laos and VietNam .. .. 5.0 Us 10.2 12:3 11.5 7.9 9] 
Chines (laiwcnyonly) aarti et 6.5 5.6 9.6 5.2 11.6 84 | es 
Hong Kong Pte eee nc ne tae moe 42.2 67.3 82.5 47.5 38.5 46.5 34 
cia eae ee ok a Uk hee 88.4 107.9 148.3 125.9 112.5 104.2 8 
feist Goan Rae ee ee ce er 53.8 82.8 110.3 115.5 113.8 98.3 100.7 
432.2 682.9 893.4 720.1 662.3 596.3 $52.28 
Total excluding Japan .. .. .. .. 378.4 600.1 783.1 604.6 548.5 498.0 | 451.5 


Source: United Nations Statistical Office excepting the following: 
North Borneo, Fourth Supplement to the Government Gazette; 
Brunei and Sarawak, Annual Report; Thailand, Bank of Thailand; 
China (Taiwan only), Bank of Taiwan. 


The amplitude of comodity price fluctuations has to 
a large degree also determined the degree of instability 
of the different economies. The degree of instability 
of the major exporting countries of the area is compared 
in chart 4, which presents the value of exports in the 
first half of 1950 and in the first half of 1953 as a 
percentage of the peak value reached in the boom which, 
for most countries, occurred in the first half of 1951. 
Thus in the case of Malaya, for instance, the chart shows 
that the value of exports in the first half of 1950 was 
only 35 per cent of the peak value which was reached a 
year later, while in the first half of 1953 earnings had 
again fallen back to 45 per cent of that maximum. In 
the case of Thailand, at the other extreme, export values 
before the Korean war boom were as much as 70 per 
cent of the 1951 peak while in the first half of 1953 
they had only fallen back to 88 per cent of that peak. 
If instability is measured by the amplitude of the 
fluctuations of exchange earnings between the peak and 
positions immediately before and after the Korean war, 
the chart shows the most unstable country, as closest to 


the origin. 


At the same time the chart indicates the relative 
change in the value of exports between the first half 
of 1950 and the first half of 1953. The increase in 
export earnings between the first half of 1950 and the 
first half of 1953 is indicated by the distance at which 
a country is charted to the right of the diagonal. Thus, 
India’s export earnings are shown to have made least 
headway: their value in 1950 was 60 per cent of the 


Monthly averages based on annual total. 
Imports valued f.o.b. 

Figures relate to payments. 

Excluding Brunei and Sarawak. 


aeop 


peak and fell back to the same level in the first half 
of 1953. On the other hand, in the first half of 1950 
Japanese exports amounted to 47 per cent of the peak 
and declined moderately to 88 per cent of the peak in 


the first half of 1953. 


Chart 4 
ECAFE COUNTRIES: COMPARISONS OF FLUCTUATIONS 
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From the point of view of stability in exports, 
he countries fall in three distinct groups. As may be 
‘xpected from the commodity composition of their 
*xports, Malaya, Pakistan and Indonesia have shown 
he greatest percentage variations over the cycle. The 
sconomy of Malaya is essentially dependent on rubber 
which, as pointed out above, has shown the greatest 
orice fluctuations; it relies, though to a lesser extent, 
upon tin, which has also shown striking price changes. 
Thus Malaya, in spite of a fairly stable volume of 
‘xports, was the least stable of the countries in the 
-egion. In the case of Pakistan, the dependence on two 
commodities, raw jute and cotton. which together 
accounted for 90 per cent of exports in 1952, explains 
he instability of the economy. Changes in output have, 
aowever, played a far greater role in Pakistan than 
they had in Malaya and the relative position of the 
-wo main exports has changed over the cycle. Thus in 
1951, when jute was at a peak, it accounted for 53 per 
cent of Pakistan’s exports and cotton for 32 per cent 
only, while in the second quarter of 1953 the position 
was reversed and exports of jute, owing to relatively 
greater price decline, accounted for merely 33 per cent 
of the value of exports, while cotton rose to 50 per 
cent. The instability of Indonesian economy, which is 
much more diversified in terms of the composition of 
exports, was largely due to the remarkable response of 
ihe output of rubber to price variations. Small holders’ 
production doubled in response to the price increase, 
while its subsequent decline was partly offset by a 
delayed increase in estate output. Even so, rubber 
alone accounted for over 70 per cent of the decline 
in the value of exports between the first half of 195] 
and the first half of 1953. 


The intermediate group of countries includes both 
industriel exporters such as Japan and India and food- 
stuffs and raw material exporters such as Ceylon and the 
Philippines. The relative stability of the export earnings 
of Ceylon can be accounted for by the large contribu- 
tion of tea to exports (the share of tea in exports 
amounted to 50 per cent of the total) and by the 
comparatively moderate fluctuations of tea prices. The 
stability of the Philippines was partly due to the fact 
that a very poor harvest of copra coincided with the 
period of peak prices. In the case of India the fluctua- 
tions in export earnings were largely due to the fact 
that the price of jute manufactures followed closely the 
violent fluctuations in the price of jute; as much as half 
of the total decline in export earnings was due to falling 
jute prices. India is the country in the region where 
exports have shown least improvement over the pre- 
Korean war level; this is due to the great decline in the 
value of exports of cotton manufactures. As pointed 
jut above, in 1950 the Indian industry had succeeded 


EL 


in taking full advantage of the strong demand for 
textiles, while it has been particularly hard hit by the 
subsequent decline in textile markets: In the first half 


of 1953, the value of cotton goods exports was barely 
half the 1950 rate. 


Japanese exports have been characterized by a high 
degree of price fluctuations, both for textiles and metals, 
as well as by a strongly rising trend in volume from 
the extremely low levels which had prevailed up to the 
beginning of the Korean war boom: these two factors 
account for the position of Japan in the chart. 


Finally, the two countries in the chart which show 
both remarkable stability over the cycle and a consider- 
able progress over the 1950 export level are Burma 
and Thailand whose export economies are largely based 
upon rice (in 1952, rice accounted for 47 per cent of 
Thai exports and 74 per cent of Burmese exports). 
The position of these two countries on the chart results, 
of course, from the continuing rise in the price of rice 
until early in 1953. One can thus hardly speak of a 
cyclical movement arising from the effect of the Korean 
war in the case of these two countries; underlying a 
basically rising trend, fluctuations in export earnings 
have been narrow and due to differences in harvest 
results or to accidental variations in shipments. In 
the case of Burma, the highest post-war level was 
reached during the second half of 1952. The analysis 
of the rice market in chapter 1 suggests that these 
two countries may experience in 1954 a decline in 
export prices and earnings. 


CONCLUSION 


The analysis of the export fluctuations has unavoid- 
ably stressed once more the instability of economies 
depending on the export of primary products.! It is 
notable, however, that the countries in the region 
which export mostly industrial products have not known 
a much greater degree of stability in their export earn- 
ings. Thus diversification of production, although it 
will as a rule lower the proportion of national income 
arising from exports, and thus reduce the impact of 
export fluctuation, cannot by itself promise automatic 
resistance to outside cyclical influences. Commodity 
agreements, such as those recently concluded for sugar 
and for tin, may contribute substantially to preventing 
extreme fluctuations in export earnings, while measures 
of industrialization may reduce their impact. Still it 
remains necessary that policies be pursued in the export- 
ing countries themselves to offset the variation in export 
earnings. 

1. See United Nations: Commodity Trade and Economic Develop- 


ment, report by a committee of experts to the Secretary-General; 
New York, 1953. 


Chapter 3. 
PUBLIC FINANCE AND THE PROCESS OF ADJUSTMENT 


THE IMPACT OF EXPORTS AND PUBLIC FINANCE 


The variations in export earnings discussed in 
chapter 2 were the main dynamic element of the violent 
fluctuations occurring in almost all countries of the 
region beween 1950 and 1952. In 195i the change in 
export earnings was far larger than the net effect of 
public finance in all countries for which data are avail- 
able. Such countries as Korea (South), Laos, Viet- 
Nam and Cambodia, where the situation was dominated 
by war or insurrection,? were the main exceptions. More 
recently, however, public finance has emerged as the 
main dynamic factor, and in 1953 except in Malaya 
and the Philippines, fiscal policy has become as signi- 
ficant as variations in exports. 


Broadly, the countries of the region fall into two 
groups, the first being the raw material exporting coun- 
tries including Ceylon, Indonesia, Malaya and Pakistan, 
to which group India can be joined, and the second, 
the food exporting countries including Burma and 
Thailand. Japan showed characteristics similar to those 
of the raw material exporting group in the early stages 
of the boom, but later developments were different 
because the considerable rise in consumption supported 
the domestic level of production. The Philippines is a 
raw material exporting country, but remained largely 
isolated from the major effects of the boom, changes 
in export earnings being rather weak and offset by 
variations in United States aid. 


Within the group of raw material exporting coun- 
tries, and in Japan, similarities in the phases of the 
boom are readily distinguishable, although marked 
differences in intensity arose from dissimilar degrees of 
dependence on exports and from divergence of govern- 
ment policy. First came a rise in export prices and 
which increased government and _ private 
incomes and resulted in large accumulations of foreign 


earnings 


exchange reserves. Somewhat later came the increase 


1. Government revenue in this chapter and throughout the Survey 
excludes proceeds from loans and transfers from reserve funds 
while expenditure includes current as well as capital outlays and 
loans and advances (net) but excludes debt redemption, contribu- 
tions to sinking funds and transfers to reserve funds, For details, 


see the notes to the special tables F and G in infra, section on 
“Asian Economic Statistics’’ at the end of this volume. 
2. Although Burma and Malaya have also suffered insurgency in vary- 


ing degree of severity, their economies have followed the pattern 
dictated by the type of their exports. 


in both private and government expenditures, with the 


public sector reacting as a rule more slowly than the 


private. It is notable that, while in 1951 the increase 
in government revenue had outstripped expenditure and 
deficits were reduced or surpluses increased (except in 
the case of Pakistan), in 1952 the trend was reversed 
and deficits appeared or increased in ail countries of the 
region, with the exception of Malaya—where the pre- 
vious surplus was diminished—and of the Philippines, 
where a tighter fiscal policy led to a drastic fall in 
government expenditure. Since these increases in 
spending, public or private or both, coincided with a 
decline in export earnings, almost all countries of this 
group ran into balance of payments deficit in 1952. 


1953 marks a period of readjustment. The prices 
of tin and rubber were still failing but other export 
prices were becoming stabilized. Meanwhile, spending 
in the private sector was generally substantially reduced 
and various types of import or exchange restrictions 
were being applied. Governments, on the other hand, 
although some of them made efforts to curtail spending, 
as a rule found their revenues declining more rapidly 
than they were prepared to reduce expenditure, again 
with the exception of the Philippines, and all the 
budgets for 1953 show substantial deficits. 


In many of these countries, the development of the 
food situation super-imposed a secondary movement 
upon that arising from the Korean war boom. Prior 
to 1950 there had been fairly widespread food shortage 
and the situation was generaliy worse than before the 
war. Demand for food expanded with risins ; 
and this coincided with poor harvests jn not ‘ofa 
food importing countries in 1951 and 1952, while in 
Pakistan harvests were poor in 1952 and 1953.3 
Ceylon, India, Malaya, Pakistan, Indonesia and 
other countries food shortages occurred, 
into crises and food import prices 
shot up, which partly offset the benefits from the K, 


In 
some 
developing 
In some _ Cases, 


Korean 
war boom.? 


3. The poor harvest in Japan in 1953 will be 
food imports in 1954. 

4. In some case, the boom in raw material prices contrib 
food shortage. Thus, in Malaya, the movement of che uted to the 
production caused a decline in area planted to Gagan to rubber 
per cent between 1949 and 1951, and may also Roce y over 10 
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At the same time the food exporting countries, the 
most important of which are Burma and Thailand, 
which had been less affected by the upward price swing 
for industrial commodities, profited from the rising 
export price of. food, both on private account and under 
government-to-government contract. Thailand also bene- 
fited, and although the fall in the value of rubber exports 
and failure to dispose of the entire rice crop 
led to a fall in export incomes in 1952, this 
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with agricultural improvement, but total government 
investment, including indirect investment ih the shape 
of loans and advances to private industrial concerns 
has been growing steadily, as it did also in Pakistan: 
In the Philippines, on the other hand, investment which 


Chart 5 


CHANGES IN TOTAL GOVERNMENT 
INVESTMENT 


loss was partially recouped in 1953. With 
respect to public finance these two countries 
behaved much as the others and budgetary 
deficits have been increasing over the last three 
years although the retained profits of the State 
Agricultural Marketing Board (SAMB) in 
Burma and the exchange profits of the Bank 
of Thailand offset their effects. 
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Many countries of the region are facing 
actual or potential difficulties in their balance 
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of payments. The principal cause lies in the 
decline in export earnings and in delays of 
adjustment in private consumption to a lower 
level of incomes, but budgetary deficits are 
also partly responsible. To some extent these 
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deficits reflect the difficulties and delays in- % 
volved in adjusting government expenditure 
likewise to a lower level of revenue, but often 
they reflect policies which have not allowed 


94eae 


the decline in revenues to stand in the way ~ 
of active development. Public finance has thus begun to 
exercise a strong independent influence upon the econo- 
mic situation of the countries of the region. 


GOVERNMENT EXPENDITURE 


In all major countries of the region for which 
data are available total expenditure has risen both in 
money and in real terms. More significantly, invest- 
ment expenditure over the period as a whole has risen 
more than total expenditure, and most rapidly in India 
and Burma, if figures for 1950 and in the latest budget 
available are compared. Moreover, in India, owing to 
existence of a well integrated Five-Pear Plan, economic 
services—which include current expenditures on a wide 
range of objectives closely linked to development—have 
shown since 1950 the next greatest percentage increase. 
This pattern of expenditure has evolved over a period; 
only in 1952/53 did investment start rising markedly 
in relation to total expenditure; only in 1953/54 with 
the relative decline in defence expenditure, subsidies and 
social services did the full pattern become apparent. 
In Ceylon, investment was slower getting under way, as 
large subsidy payments dominated the budgetary picture, 
and it was only with the decrease of the subsidies in 
1952/53 and their abolition in the following year that 
investment caught up with the growth of total expendi- 
ture. In Japan, direct government investment is a 
relatively small proportion of government expenditure, 
being limited in the main to public works connected 


1949/60 


1950/61 1950/8 1981762 19527353 p3x7es 


had shown rapid increase until 1952/53, was cut 
severely in the 1953/54 budget. 


Social services are a large item in the budget of 
the Philippines and Ceylon, and they have been grow- 
ing rapidly in Malaya, Burma and Pakistan although 
they are still small in the latter country. 


Another major call upon budgetary resources is 
national defence. Defence expenditure has risen rapidly 
in the two countries, Burma and Malaya, where troubled 
security conditions have imposed increased efforts in that 
field. Although the increase in defence outlay has been 
truly spectacular in Malaya, neither there nor in Burma 
has spending for defence exceeded a third of the budget; 
indeed in Burma it remained far less than investment 
expenditure and in Malaya barely exceeded it! In 
Pakistan, on the other hand, defence outlays have been 
very high, and until recently exceeded 50 per cent of 
total central expenditure: only with the general expendi- 
ture cut in 1953/54 have they fallen to 43 per cent 
of the total budget. 


Of this group of countries, it is in India that the 
greatest proportion of budgetary resources is being 
devoted to economic development. The share of invest- 
ment in Central Government expenditure has risen from 
just under 30 per cent in 1949/50 to nearly 40 per 
cent in the budget for 1953/54, and economic services 
account for another 4 per cent of expenditure. 


1. Excluding expenditure financed directly by the United Kingdom. 
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In Burma, Pakistan and Ceylon investment accounts 
for nearly a third of total government outlays, but the 
proportion is lower in Japan, the Philippines and Malaya 
where the main responsibility for the development of 
the economy is laid upon private enterprise. 


Indonesia, Burma and India appear to typify the 
varied reactions which took place in countries of the 
region to the change in export earnings. At one extreme 
stands Indonesia, where a strong sense of the urgency 
of industrialization prevailed under the gain of in- 
dependence, and—when the export boom appeared to 
provide the means—efforts were made to do as much 
as possible in as short a time as possible ‘rrespective 
of costs. Expenditure rose by 56 per cent between 1950 
and 1951 and by a further 40 per cent between 1951 
and 1952, when revenue was already falling. The drastic 
cut in expenditure which became imperative in 1953 
has forced the abandonment or postponement of many 
projects which had barely been started, and little is left 
of the benefits of the boom. At the end of October 1953 
foreign exchange reserves were below their level at the 
end of 1949. 


At the other extreme stands Burma, 
where the slower and more regular rise in 
exports and government revenue created more 
favourable circumstances. However, the 
planning of development has been time- 
consuming, and, despite the determination of 
the government to accelerate the process of 
development, expenditure has consistently 
fallen behind schedule and foreign reserves 
have continued to accumulate. The benefits 
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boom and not immediately spent, tended to mamta 
or even increase its spending as exports and incomes 
declined and expenditure must now swing more into 
line with current incomes. In the public sector, higher 
government incomes have led, usually with a longer 
delay, to higher levels of expenditure, which now tend 
to be maintained as a matter of policy while revenues 
tend to decline. The external manifestation of these 
delays and these policies is a level of imports imperfectly 
adjusted to the lower current value of exports. 


Direct information on the behaviour of the private 
sector is scanty, but broad inferences may be drawn 
from the data on the public sector and on the balance 
of payments. The balance of payments reflects the 
difference between the income and the expenditure of 
public and private sectors taken together, and, provided 
allowance is made for inaccuracies in some of the data, 
a comparison of budget and balance of payments figures 
permits tentative conclusions regarding the relationship 
between private incomes and private expenditures—the 


Chart 6 


EXPORTS 


of the boom have been largely unused. 


India stands apart from these two 
examples. The export boom and recession 
have forced policy changes in a great many 
fields, of which the shift from export restric- 
tions to export promotion may be given as an 
example, but public investment has made 
almost uniform progress, and variations in 
revenue have been absorbed by changes in 
other types of expenditures, such as subsidies. 
Such a policy was, of course, possible only 
because India depends relatively little upon 
exports. 


THE PROCESS OF ADJUSTMENT 


The problems of adjustment facing most 
countries in the region spring as much from 
their internal as from their external situation. 


The balance of payments difficulties which | -» 26 -b 


face many of them, while directly due to 
falling export values, can also be regarded as 
resulting from the failure to adjust both 
public and private spending policies to the 
resources currently available. The private 
sector, with its earnings swelled during ihe | 
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CHAPTER 3. PUBLIC FINANCE AND THE PROCESS OF ADJUSTMENT 


latter including both consumption and investment. This 
method, however, does no more than register events 
after their occurrence, and needs to be supplemented 
by a description of the forces currently at work. 


Chart 6 shows the percentage changes in imports 
in relation to exports between the half year covering 
the second and third quarters of 1952, and the half 
year covering the same quarters of 1953. Countries 
which have increased imports in relation to exports 
appear on the right of the diagonal line, and those 
which have decreased imports in relation to exports 
appear on the left. The chart contains no information 
regarding absolute magnitudes but merely sets forth 
the direction of change. Thus Indonesia has reduced 
both imports and exports, but since imports have 
deceased by the larger proportion its point lies to the 
left of the diagonal line. This does not mean that 
Indonesia has no balance of trade problem, but merely 
that its position has improved. 


Public expenditure is similarly analyzed in chart 7 
for the financial years covering the half yearly periods 
entering into chart 6. Countries increasing expenditure 
in relation to revenue appear on the right of the diagonal 
line, and those decreasing revenue in relation to expendi- 
ture lie to the left. That a country should lie to the 
left of the diagonal does not imply that the government 
no longer contributes to inflationary forces, but merely 
that its contribution, if any, is reduced. 


In chart 7 two points each are plotted for the 
Philippines, Ceylon and Burma, and the second one 
shows the change in the budget for the year starting 
July 1953 in the Philippines and October 1953 in 


Ceylon and Burma in relation to the previous fiscal 
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year. These charts confirm what has already been stated, 
namely that a number of countries are making head- 
way towards adjustment in their foreign trade, while 
their governments are still increasing expenditure in 
relation to revenue. Thus it appears that most of the 
burden of adjustment has so far fallen on the private 
sector, where expenditure declined as the peak level 
of income ceased to affect the level of consumption. 
However, there is evidence to show that spending 
persisted as attempts were made to maintain standards 
of living reached in the boom, and part of the adjust- 
ment had to be forced by government action. In India, 
Ceylon and Pakistan, subsidies have been decreased or 
abolished, directly affecting the level of consumption, 
and import controls—newly established or tightened in 
a number of countries, the most striking example being 
Pakistan—helped to reduce import demand at least. 
Tighter monetary policy, affecting investment rather 
than consumption, may also have contributed to reduc- 
ing total private expenditure. India has had such a 
policy in force since the end of 195], and in Japan the 
most recent indications are that the lenient monetary 
policy pursued during the period of rapid expansion 
is coming to an end. Similar tighter policies are being 
followed in Indonesia, Pakistan and the Philippines, 
essentially with the aim of restricting credit available 
for imports. 


Even the generalization that the private sector is 
bearing the brunt of the curtailment is not without its 
exceptions—Thailand and Malaya, for example—and 
from other points of view the situations of the countries 
of the region show sharply diverging trends, so that 
only the most tentative grouping is possible. 


TABLE 5 


ECAFE COUNTRIES: 


GOLD AND FOREIGN ASSETS 
(End of months) 


Million dollars 


Burma 
Government, Union Bank of Burma, other banks 
Ceylon 
Central Bank of Ceylon .. 
India 
Reserve Bank of India 
Indonesia 
Bank of Indonesia 
Japan : 
Government foreign exchange holdings 
Pakistan 
State Bank of Pakistan® (issue department only) 
Philippines 
Central Bank of the Philippines 
Thailand 
Bank of Thailand 


1950 
Jun 


1,985 


1953 

1951 

es Jun Nov 
159 258 249% 
136 62 54 

2,048 1,745 1,738 
451 284 203 
485 846 g54b 
404 281 2825 
272 233 243° 
324 328 321b 
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Source: IMF 


a. Sep. 1953. 


b. Oct. 1953. ‘ 
ce. Converted from national currency. 
Bank of India pending transfer. 


Include assets with the Reserve 
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At one extreme stand Burma and Thailand which 
are similarly placed with respect both to changes in 
public finance and to continued rises in domestic in- 
comes; but although government expenditure in both 
countries is increasing faster than government revenue 
there are striking differences in the pattern of their 
foreign trade and in the behaviour of the private sector 
of the economy. Net private savings appear to have 
run at a high rate in Burma, for despite the relative 
increase in expenditure and the substantial rise in the 
value of exports, imports have shown no appreciable 
rise between the periods to which chart 6 applies. 
Monetary expansion is continuing owing to the govern- 
ment deficit, but no signs of inflation are apparent in 
the economy. In Thailand, on the other hand, exports 
have been stationary and imports have risen rapidly, 
reflecting both government and private spending, but 
owing to the import surplus and to currency absorption 
by the central bank through the system of mutiple 
exchange rates, the large government deficit has led to 
only a small increase in money supply. 


Since both countries are faced with the prospect 
of a decline in the value of exports in 1954, serious 
problems of readjustment might arise. In Burma a 
decline in the price of rice would affect the profits 
of the SAMB, and hence government revenue, and might 
leave incomes in the private sector almost unchanged. 
But in Thailand, where the control over domestic prices 
is somewhat less severely enforced, both government 
revenue and private incomes might suffer. While both 
countries, particularly Burma, have substantial foreign 
exchange reserves, the import restrictions recently put 
in force in Thailand reflect awareness that adjustments 
may be required in the level of consumption. 


Despite the substantial differences in their situation, 
the Philippines and Ceylon are substantially curtailing 
government expenditure in relation to revenue and are 
largely relying on the price mechanism to effect the 
required adjustments elsewhere in the economy. In 
Indonesia, too, substantial reductions in expenditure are 
apparently in hand. This trend, though not apparent 
during the last fiscal year in Ceylon and the Philippines, 
comes out clearly if the budget figures for 1953/54 are 
compared with those for 1952/53 (see in the chart the 
points marked Ceylon 2 and Philippines 2). Yet 
despite this broad similarity there are substantial 
differences in the details of policy. The Philippines is 
relying essentially upon the 17 per cent exchange tax 
which is being kept in force, while Ceylon has increased 
import duties and is tightening up exchange licensing 
though maintaining its general liberal exchange and 
trade policies. On the other hand, Indonesia is apply- 
ing tighter import controls and higher import duties 
have been levied since the middle of 1952, but rises 
in the cost of living are being restrained by large imports 


of foodstuffs. 


nds in these three countries 
While in Indonesia exports 
e rubber continues to 


Moreover, export tre 
are substantially different. 
are still declining a little becaus 


fall in price, in Ceylon they are steadier, in patteat 
least because the trade agreement with mainland China 
falls in the 


has cushioned the rubber trade against 
international market price. In the Philippines, on the 
other hand, exports have risen substantially with better 
prices for copra and increased sugar exports, while 
imports have risen only moderately. With the current 
changes in fiscal policy, the immediate adjustment pro- 
blem would appear to be larzely overcome. Both 
Indonesia and Ceylon are in balance of payments deficit, 
and their budgets still show sizeable deficits despite the 
curtailment of government expenditure. Indeed, recent 
developments in Indonesia, indicating that government 
expenditure might outstrip budgetary provisions, suggest 
that substantial inflationary pressures will remain. 


India, Malaya and Japan form a group of three 
countries in which revenue is steady or declining and 
the trade situation is static or deteriorating. but public 
expenditure continues to rise. But these similarities are 
accompanied by contrasts. In Malaya the budget has 
only recently passed into deficit, whereas in Japan there 
has been a rather longer standing deficit. In India it 
has become possible to increase public expenditure and 
the deficit without any decided inflationary impact 
because the private sector has shown signs of contract- 
ing activity. As for the trade situation in Malaya, a 
deficit has resulted from the continued fall in tin and 
rubber prices, and it is likely to continue since the 
growing excess of government expenditure over revenue 
is almost exactly offsetting the fall in private incomes 
following on the decline of exports. Nevertheless the 
deficit is small and the volume of reserves can be 
assumed to be large. In India too the balance of pay- 
ments situation remains favourable, since the trade 
deficit is small, relative to the volume of reserves, and 
offset by services receipts, the foreign exchange reserves 
being actually higher in October 1953 than a year 
before. Indeed it would seem that the depression 
apparently spreading from business to manufacturing 
may be the signal for an increase in the volume of 
public expenditure, but the danger of inflation hardly 
arises. : 


The trade position of Japan, as shown in chart 6 
is significant only in that the value of imports has chown 
a considerable increase. The small percentage rise in 
the value of exports has little meaning, since commereiill 
exports account for less than 60 per cent of Japan’s 
foreign exchange earnings. The Japanese balance of 
payments shows only moderate signs of deterioration 
so far, except in the sterling account, but jt remains at 
the mercy of changes in expenditure by the Unites 
Nations forces. The rapid increase in Consumption that 
started in Japan in 1952, coupled with a high rate of 
private investment and budgetary deficits, has yo} led 
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9 any marked inflationary pressures, thanks to a rapid 
xpansion in output based on the existence of consider- 
ble unused capacity. Should all these expenditures 
ontinue their rapidly rising trends, inflation might 
nreaten, for capacity is approaching full utilization in 
ome sectors, but a check has been applied by the tighten- 
ng of credit restrictions announced by the Bank of 
apan in the second half of 1953, and the preliminary 
udget estimates for 1953/54 recently prepared by the 
Jinistry of Finance suggest that an effort is to be made 
o reduce the budget deficit. 


Finally, Pakistan stands alone amoung the countries 
f the region in the policies it is pursuing. Its foreign 
rade position is remarkably improved, yet government 
xpenditure is falling far less than government revenue 
nd the budget deficit is increasing. The Pakistan 
‘overnment has succeeded in imposing a severe curtail- 
nent on imports which showed a marked fall, while 
ieliberately maintaining through government expenditure 
. situation of suppressed inflation. The improvement in 
xports shown in chart 6 is far less significant, for in 
he second and third quarters of 1952. the base period, 
he jute market was in the doldrums and the volume of 
xports exceedingly low. 


The steep decline in government revenue shown in 
hart 7 is linked both to the low level of incomes 
venerated by exports in the previous year and to the 
rop failure; to that extent some improvement in the 
ituation may be expected in the coming period. 


Internal monetary balance in Pakistan in 1952 was 
argely maintained through a rapid use of 
oreign exchange reserves. and both the 
xternal and internal strains were lessened 
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provides neither a quick nor a complete answer to 
the problem of financing of economic development, it 
is now more than ever an instrument essential to the 
new role of public finance. 


TAX POLICIES 


The rise in export prices following the outbreak of 
the Korean war produced an immediate increase in 
incomes and profits and most governments reacted by 
raising export duties.1 However, while these measures 
produced large and partly unforeseen increases in 
revenue, the rise in export prices was so great and 
came so quickly that the measures taken were too little 
and too late to prevent the boom from causing domestic 
inflation. Pakistan and India reacted most promptly, 
raising duties on cotton and jute in October and 
November 1950. Duties on rubber were raised in 
Malaya in January 1951 and in Ceylon in March 195]. 
Since the peak in rubber prices came in April, high 
taxation applied mainly in the period of price declines; 
by the time sliding scale duties were introduced in Ceylon 
falling rather than rising prices were in prospect. In 
Malaya, over the two years 1950 and 1951, export duties 
absorbed only 9 per cent of the increase in private 
incomes due to the rise in prices, while in Indonesia 
the corresponding proportion was 16 per cent. 


In Burma and Thailand, the situation was entirely 
different, as export prices rose but slowly and controls 
over rice, the major export product, enabled the 


1. The Philippines and Japan levy no export taxes. 
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oreign aid in the form of iarge-scale wheat 
rrants. the sales proceeds of which, while 


nm the second half of 1953 by substantial — 
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hey are not included in government revenue, * 
till have the same impact as higher tax collec- 
ions. While these wheat gifts are helping to 
tabilize money supply and the cost of living 
or the time being. severe strains may 
eappear in 1954. 


Thus. in a number of countries fiscal 
solicies are now the active contributory factor 
o inflationary pressures, and some further so 
-onsideration of the balance between govern- 
ment revenue and expenditure seems to be 
equired. Governments would justifiably be 
most reluctant to abandon the increases in 
-xpenditure now being undertaken in the 
ause of economic development. The limits 
o which deficit financing can be carried 
vithout endangering monetary stability are 
liscussed in chapter 4, while the remaining 
ection of this chapter is concerned with 
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government to prevent increased export earnings from 
reacting on domestic prices and incomes. Thus, only 
these two countries succeeded in isolating their economy 
from the inflationary impact of rising export prices, 
and in Thailand this was partly offset by large-scale 
government deficits. The Philippines have also enjoyed 
comparative immunity from sharp fluctuations, but this 
was the result of external offsetting factors rather than 
of government policy. 


Governments took very little action in the fiscal 
field beyond applying export duties and these therefore 
accounted for an increasing share of revenue during the 
boom period. In export economies such taxes corres- 
pond in some measure to income tax, and in the prompt- 
ness of their effect and the ease of their collection, they 
appear a good means of controlling inflationary impulses 
arising from outside the economy. But retention of 
this method of taxation as a main method of raising 
revenue after substantial price declines have set in has 
not proved entirely satisfactory. Since governments have 
usually had little control over external prices and could 
not afford to discourage exports by making them 
unprofitable, such taxes have had to be reduced more 
rapidly than export prices fell, and thus formed an 
uncertain basis on which to build expenditure policy. 
Such dangers arise, of course, only when export taxes 
formea substantial part of revenue, but in the last few 
years the trend has clearly been towards such a situation. 
Thus, in India despite its comparatively small depen- 
dence on foreign trade, not only did export taxes play a 
large role during the boom period, when they were 
particularly useful in absorbing inflationary pressures 
generated by foreign demand, but even now their yield 
remains twice as high as before the boom, although fall- 
ing substantially in 1952/53 and in the 1953/54 budget. 


In Ceylon, export duties after reaching a high level 
in 1951 were back, in the 1954 budget, approximately 
to the 1950 level, while income and profits tax still yields 
considerable higher revenues than in 1950. Since there 
is little industry in Ceylon and export crops are to a 
large extent grown on estates run commercially, export 
duties and taxes on income and wealth fall largely on 
the same sector of the economy. It is notable also 
that these two taxes displayed similar variations, which 
were, of course, greater than those in export values, 
partly because some of the export taxes were on a slid- 
ing scale, and partly because profits from exports rose 
and fell more sharply than export values themselves. 
The lag between peak yields in export duties and income 
tax, which is conspicuous in Chart 6, is typical of a 
tax system in which assessment and payment follow 
the earning of income by at least one year. 


A further extreme example is offered by Burma, 
where export taxes—including not only export duties as 
such but also contributions of the State Agricultural 
Marketing Board to the budget—have been rising rapidly 
and account for nearly one half of total revenue for 


1952/53 and 1953/54. Developments in Thailand have 
been similar; although export duties on rubber and tin 
were reduced by a change in effective exchange rates, 
the effective rate of tax on rice exports: has increased 
with the growing gap between domestic and export 
prices. 

Import taxes in various forms have also been relied 
upon to an increasing extent. The most remarkable 
developments were in the Philippines where a 17 per 
cent tax on purchases of foreign exchange. levied on all 
but a few essential imports, has made a considerable 
contribution to government revenue and was largely 
responsible for the conspicuous budgetary surplus ot 
1951/52; and in Indonesia where exchange rates have 
been used to discriminate between types of goods im- 
ported, and, to a far lesser extent, against purchases 
from the dollar area. 


Import duties have accounted for approximately 30 
per cent of revenue in Ceylon, and in India for a smaller 
but still substantial proportion—over 20 per cent of 
central revenue in the 1953/54 budget. 


In Pakisan, on the other hand, with falling export 
prices and drastic import restrictions, yields of both 
import and export duties have fallen substantially and 
whereas together they yielded over 60 per cent of total 
revenue in 1950/51 their share has fallen to a third 
by 1953/54. 

There has been comparatively little development in 
the field of income tax which in most countries of the 
region plays a far smaller role than either taxes on 
foreign trade or other indirect taxation. The conspicuous 
exception is Japan, where income tax taking its per- 
sonal and corporate forms together, has accounted for 
more than half of total revenue, a proportion appropriate 
to one of the most highly developed tax systems in the 
world. Perosnal income tax in Japan has been declin- 
ing in relative importance, while the greater increase in 
the yield of corporation taxes since the boom has partly 
resulted from a marked rise in industrial and commer- 
cial profits. 


Increased yields of income tax in the Philippines 
have followed improvements in the efficiency of collec- 
tion, and higher tax rates were imposed in Malaya and 
Singapore,” though in India the yields, in relation to 
total revenue, have declined substantially and regularly 
over the last few years. During the war, direct tax 
yields in India were high, income tax accounting for 
more than 40 per cent of central revenue at one stage. 
However, changes in rates and exemption levels as well 
as the growth of other types of taxation have led to a 
relative decline, and the recent imposition of death duties 
though possibly of great social and economic cont 
sequence, will do little to restore the proportion of direct 
taxation in total revenue. 


1. The additional surcharge on imports from th 
small. € dollar area was 
2. Since Singapore, like Hong Kong, is a free port 


: = . there P 
few minor exceptions, neither import nor export are, with a 


duties, 


CHAPTER 3. PUBLIC FINANCE AND THE PROCESS OF ADJUSTMENT 


Land taxes are significant as a source of revenue 
. only five countries of the region, and in these their 
nportance has declined. Their yield is substantially 
ywer in Burma than before the war, and the increase 
1 the last few years appears to be due to the extension 
f land under cultivation. In India and Pakistan as 
eli, land tax has lost a great deal of its traditional 
mportance: its yield is far less than that of taxes on 
ncome and wealth and it accounts for less than 10 per 
ent of the combined revenue of the central and states 
overnments. 


On the other hand, since 1951 land tax has become 
-major source of revenue in Korea (South), where an 
gricultural income tax with rates going as high as 30 
ver cent of the gross produce of the land has been 
mposed as a temporary war measures. In mainland 
china land taxes are playing a significant role, and are 
ssessed, as in Korea (South), on the basis of yield. 
n Taiwan, the land tax also collected largely in kind, 
Ithough organized in somewhat difficient fashion, plays 
. smaller role in government revenue. 


Much taxation performs esesntial purposes of control 
ind discrimination which have not been discussed, and 
ndeed only the broadest conclusions are permissible 
vithout more detailed examination. Yet it is clear that 
he tax structure of most countries in the region is not 
vell fitted to the control of inflationary forces generated 
nternally. Export taxes would prove of no avail against 
he expansion of disposable income and consumers 
jemand likely to emerge under the spur of deficit 
inancing. Nor do import duties provide a source of 
-evenue readily expansible under such conditions; only 
‘o far as the import of non-essential consumers goods is 
»ermitted can the yield be expected to grow, and most 
sountries could hardly afford to increase such imports 
om a significant scale. Indeed, as the level of develop- 
ment rises this source might be expected to decline in 
-elative importance. 


Export taxes are somewhat limited in their incidence 
where the export sector is concentrated in commercial 
estates; but even at their broadest, they fall on hardly 
more than a third of agricultural output. Income taxes 
yave an even narrower base. In India, for example, the 
share of income and profits taxes in total revenue is 
‘ow relative to their share in more developed countries, 
yet rates are not low. This apparanet paradox is 
explained by the concentration of taxes on the business 
and industrial community and the limited incidence of 
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income taxes on the agricultural community, which forms 
by far the larger part, whether in terms of numbers or 
of income, of the Indian economy. In other countries, 
such as Ceylon, the position is perhaps worse, for their 
export taxes and taxes on income and wealth are con- 
centrated more heavily on a limited sector of the 
economy. It is unlikely that taxation so narrowly based 
would be capable of providing the funds for expanding 
government expenditure without in some degree dis- 
couraging enterprise within the private sector, upon 
which satisfactory development greatly depends. 


These weaknesses will not easily be repaired. The 
tax structure in countries of the region ideally should 
fulfill three major requirements, within the structure 
there should be a system of export taxes on a sliding 
scale basis which would, as far as possible, absorb the 
purchasing power which might otherwise be generated 
by sharp upward fluctuations in export prices; secondly, 
there should be a system of direct and indirect taxation 
capable of controlling inflationary pressures arising with- 
in the economy from the spending of the public sector; 
and thirdly, the incidence of taxation should be so 
extended and its bases so chosen that the growth of 
revenue accords with the progress of development. 


In principle, the development of income and other 
direct taxes would be a satisfactory and equitable method 
of securing the two latter requirements. Yet administra- 
tive difficulties alone are likely to prevent any great or 
early progress in this direction in most countries, except 
such as may be secured by the more efficient use of 
existing tax machinery. 


Indeed, recent developments in many countries have 
shown that indirect taxes, and particularly sales taxes 
of various kinds, are administratively fairly simple to 
apply, and the tendency towards their further use will 
no doubt continue. They have the advantage of imme- 
diate effectiveness which is harder to ensure in direct 
taxation, they are less obviously onerous, and they can 
more easily be turned to other uses than the mere 
raising of revenue. And in the relatively simple export- 
import economies complex systems of taxation appro- 
priate to economies such as those of India or Japan are 
less necessary. Yet the new expenditure policies will 
eventually create new opportunities for taxation as well 
as making new demands on it, and the tax system has 
as great a claim as expenditure on the attention of 
planners, for it is equally, if less spectacularly, a deter- 
mining factor in development. 


Chapter 4. 
PROBLEMS AND POLICIES OF DEVELOPMENT 


INTRODUCTION 


Previous chapters have stressed the violent fluctua- 
tions in exports and incomes arising from the Korean 
war boom and discussion will now concentrate on their 
effects on the underlying process of economic growth. 
Although sufficient data are not avilable for a full 
appraisal of the impact of the cycle, it is apparent that 
the foreign exchange earnings and resources of many 
countries of the region are approximately at the level 
they had reached before the war started, the gains of 
the boom being used up in the deciine. But the 
process of adjusting consumption to lower income levels 
and the reorientation of policies towards development 
have created a different set of circumstances in which 
the problems of economic growth show up in a new 


light. 


The discussion will be carried out in terms of the 
level and distribution of investment and the means 
available to governments to change them. The volume 
of investment is thus taken as the best available indicator 
of the rate of progress; it is however a very imperfect 
indicator and a given rate of investment expenditure, 
even when its composition is known, is no sure guide to 
the growth of income and output, of which investment 
is but one determinant; alongside it stand considerations 
relating to land tenure, property and tax laws, and other 
basic facts of economic and social organization. For 
example, the growth of agricultural output and of 
specialisation in cash crops not only increases rural 
incomes, but also by enlarging the market, may extend 
the possibilities of industrial production. The work of 
the rural co-operative societies in Ceylon and the com- 
munity development projects in India, Pakistan and 
Burma may well be making a contribution to growth 
potential greatly in excess of the expenditure credited 
to them. Even in industry, some of the most significant 
advances may be the result of changes in techniques or 
organization that may actually be capital-saving in 
character and require very little new investment. And 
the growth of initiative and the willingness to take 
long-term risks may be of equal importance. 


Even without taking these factors into account the 
productivity of investment newly undertaken remains 
difficult to assess. The region is not without a few pro- 
jects which have wasted investment funds or used scarce 
resources inefficiently. And ventures yielding immediate 


increases in output may yet make no permanent contris 
bution, since their successful operation may depend on 
special or temporary circumstances. On the other hand, 
some outlays indispensable to the development of the 
economy have no immediate effect on output. Expendi- 
ture on basic facilities in the fields of power, transport 
and communication, as weil as on education, may fall 
in this category, for they provide benefits mainly by 
removing impediments to other types of development. 


While none of these problems can receive more than 
a passing reference in the present context, it should be 
borne in mind that the rate of investment may not fully 
reflect the strength of the other factors at work and 
thus in the long run the growth of different countries 
may differ from what the investment figures would 
suggest. 


LEVEL AND NATURE OF INVESTMENT 


Level of investment 


No direct data on investment are available in most 
countries of the region. However, purchases of machin- 
ery and equipment and the value of industrial construc- 
tion are not only linked, but account for a substantial 
part of fixed investment. Purchases abroad of machinery 
and equipment may be taken as an indication of the 
trend in productive capital formation, except for Japan, 
which produces the bulk of the investment goods it 
uses. In India, where domestic production may supply 
over a third of investment requirements, it appears that 
the import figures taken alone overstate the decline in 
the last two years. 


Exports of capital goods from principal industrial 
countries to ECAFE countries are shown in table 6 at 
constant 1950 prices. In 1949 these exports were 
already well above the rather low 1938 level! for 
at least eight countries (Cambodia, Ceylon, India. 
Indonesia, Laos, Malaya, the Philippines, and Viet. 
Nam). This high level of capital exports to this 
region is to be accounted for by the increase in 
foreign exchange earnings in 1948 and the considerable 
easing of the supply position which permitted a number 
of countries to put in hand some of the reconstruction 
projects that had perforce been postponed until then. 
The decline which occurred in the case of India in 1950 


1 1938 was a year of trade recession and falling commodity . 
and in 1938 imports of capital goods were far lowe; than pores: 
been in 1928. See A study of trade between Agig and Pu i 
United Nations, 19538. ~UrO)e, 
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an be attributed to a domestic recession that started 
1 1949, while the same phenomenon in the Philippines 
as due to a severe balance of payments crisis. A rapid 
xpansion, however, took place in 1951 in the countries 
f the region as the effects of rising prices for their 
xports at the end of 1950 were translated into a higher 
emand for capital goods. 


Data for 1952 and 1953 are less reliable because 
ney are based on the statistics of a smaller number of 
xporting countries and the exclusion of Germany, which 
yas expanding its exports at a fairly rapid rate, may 
ntroduce a downward bias. The data indicate that the 
hanges in the volume of equipment imports were far 
maller in 1952 than in previous years. A substantial 
lecline took place in India where a decline in private 
avestment more than offset the effect on equipment 
mports of the increase in government investment. On 
he other hand, increases in imports continued in 
“hailand and Burma, where they were supported by the 
ontinued prosperity of the economy, as well as in a 
tumber of countries such as Pakistan, Indonesia and 
teylon, where export earnings were already declining 
apidly but where imports of equipment continued at 
. high level as orders placed in the previous year were 
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delivered! and new orders arose from both the govern- 
ment and private sectors under the stimulus of inflation- 
ary conditions. 


The effect of the recession became more widespread 
in the first half of 1953, imports of capital goods 
continuing to decline in India, and beginning to fall in 
all countries except Thailand and Burma, where exports 
and incomes were still rising, and the Philippines.? 


. In Japan (which is not included in table 6) 
investment rose continuously after 1950. In 1951 gross 
investment was a little higher in real terms than before 
the war, amounting to nearly 30 per cent of gross 
national product. But this extremely high rate was due 
to the exceptional need for rebuilding stocks in a period 
when idle capacity was rapidly being put back into 
operation. Investment in durable equipment which is 
more relevant to development, continued to rise in 1952, 
when inventory accumulation was slower and total gross 


1. Delivery delays increased considerably in the boom. The time lags 
are however minimised in table 6 since data are taken from 
the statistics of the exporting countries and thus anticipate the 
actual deliveries. 


The data for Cambodia, Loas and Viet-Nam, which indicate a con- 
tinued rise, are particularly unreliable since they exclude France 
which was the main source of supply. The increase that appears 
in the figures may thus reflect no more than a shift from France 
to the United States as a cource of supply. 


we 


TABLE 6 


EXPORT OF CAPITAL GOODS FROM PRINCIPAL COUNTRIES? TO SELECTED ECAFE COUNTRIES 
Million dollars at 1950 prices» 

Export to | From countries of | 1938 1949 1950 1951 1952 1953° 

3urma ru group... Se | 12.3 9:9 9.5 13.1 + . 
Second group ae we xe es 6.9 12.6 16.7 21.6 

Sambodia, Laos | First reg SE a es AA 13.1 33.8 29.4 48.5 . oe 
and Viet-Nam Second group Suiuas. 2 oe <2 a 4.8 13.3 217, Zou, 

Seylon Sint reap oleic? se) -22-be 11.9 28.4 ot 36.0 se o 
Second group 8 of hE Ne . 23.8 30.2 SZ 29.6 

india Eust group Ge «2 as 500%. 209.1 394.0 304.4 315.7 OL ets 
Second group ae aie. ie eee oa He 266.1 256.6 224.8 210.0 

indonesia First Gxoup “1. ns ee so 117.2 130.2 81.3 127.5 + 
Second group ee Pere an sh 36.9 65.6 78.2 50.0 

Malaya Pret Group is. ss os be, 4 49.4 [We 79.7 TS 2y7, +6 fic 
Second group 08 5’ A $e 66.2 102.8 100.7 91.0 

Pakistan First group 71.3 91.2 104.8 ir 3 
Second group = 72.9 75.9 88.6 53.0 

Philippines First group) ss 42 se Sts oe 55.8 121.4 82.1 86.4 Ss ec 
Second group A ee “P 67.7 67.3 71.6 91.7 

Thailand Pirstiqrottip, 5 Se «+ +h +s 26.1 20.0 35.9 50.2 i fc 
Second group et Sree EA he 24.6 34.8 47.1 51.1 

Total of above First group) 42 <2 eds es 494.9 881.7 741.2 914.9 x ~ 
countries Second group ee - Ae 569.4 659.1 679.3 621.7 


‘Source: Economic Commission for Europe for first group of countries 
and trade returns of the United Kingdom, United States and Japan 
for second group of countries. 

3. First group of countries comprising the United Kingdom, the 
United States, Japan, France, Germany, Netherlands, Belgium, 
Italy, Sweden, Switzerland, Norway and Denmark; second group 
of countries comprising the United Kingdom, the United States 
and Japan. 

Capital goods included in the first group comprise iron and 
steel and manufactures, machinery and parts, transport equipment 


and cement. The coverage of capital goods in the case of Italy 
and Norway is only partial. 

The coverage of the second group is as follows: United 
Kingdom and United States of America: Metals and metal manu- 
faactures, electrical goods and apparatus, machinery and parts 
there and vehicles; Japan: Electrical machinery and communica- 
tions cquipment, transportation equipment and other machinery. 


b. At January-June 1950 prices for the second group of countries. 


c. First half at annual rate. 
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investment thus reduced. The incentive to expand 
industrial capacity was provided by a rapid increase in 
domestic consumption, which more than offset the effects 
of weakness in the export markets. 


The findings based on the imports of capital goods 
are not entirely confirmed by the data on cement supply 
presented in Table 7. However, the discrepancies relate 
to three countries only—India, Pakistan and the Philip- 
pines. In the cases of India and Pakistan, cement 
production continued to expand in 1953 while imports 
of capital goods were declining, a divergence of trends 
apparently due to an increase in public works consum- 
ing large quantities of cement, and a decrease in 
private investment, which uses a higher proportion of 
machinery and equipment. 


The decline in the volume of private investment in 
India is however a matter of some surprise since a 
large proportion of investment is directed to the satis- 
faction of the needs of the domestic markets and a high 
level of industrial production and consumption prevailed 
during 1952 and the first half of 1953. While the 
tighter credit policy of the Reserve Bank was a probable 
contributory cause, the main reason for the decline may 
lie in a lack of confidence in the earning prospects of 
industry and a bearish attitude of the business community 
that caused Indian wholesale prices to fall far more 
steeply than in almost any other country. 


In the case of the Philippines private investment 
has shown a considerable response to the protection 
afforded by import controls introduced in 1949, and a 
rapid increase has taken place in industries manufactur- 
ing light consumer goods. After a sharp fall in 1950, 
private investment seems to have remained steady around 
the 1950 level—possibly because the Philippines has 
not been much affected by the export fluctuations, but 
registered a sharp increase in the first half of 1953. 
The case of Burma, where estimates exist for the year 


ended in September 1953, is a special one both because 


investment, government and_ private, had ere’: a 
very low level at the peak of the insurgency in - 
and was still in the process of recovery, and because 
the continued expansion in income and expos ca 
tained the level of private capital formation, os y in 
residential construction. Nevertheless private investment 
is expected to level off in 1953 as government capital 
formation continues its rapid rise; in 1953 the govern- 
ment share in total investment is expected to amount to 
45 per cent while in 1954 it is planned to account for 
more than half the total. 


Another case of interest is Hong Kong, where 
government investment is increasing slowly and has 
been outstripped in growth by private investment. 
Declining entrepot trade prospects have apparently 
turned the energies of the business community towards 
manufacturing, for productive facilities have increased 
substantially. This movement is remarkable since it 
occurred without the benefit of any protection, and 
manufacturing has to depend almost exclusively on 
imported raw materials. 


The general downward trend of investment in the 
other countries of the region is explicable in terms of 
its relations with foreign trade and allied activities, the 
decline in commodity prices and export earnings, thus 
adversely affecting private capital formation. 


Nature of government investment 


Government expenditure for economic development 
is growing in importance in almost all countries of the 
region. Its distribution in a number of countries is 
shown in table 8. Development expenditure includes both 
investment and certain current expenditures, some of 
which are directly geared to increasing output—as for 
instance, agricultural extension services—and some of 
which are not. 


TABLE 7 


ECAFE COUNTRIES: SUPPLY OF CEMENT 


Thousand tons 


1948 
Chincoa(E-Eeclw curls Only) mnie mine iets nea 236b 
Hongp song (Pe-arl—— 5) remy ann cayn: enna 53b 
India (P) SS BGS OC ee a ee ae 1,578 
Maleycr( Symtoms i | etme: a.) eee, y 162 
Pckisictng Penton) momen damit cide gra, Mokena Umer 329b 
Ehilippiness (Dieta) Mae hi Ai ua eee 120 
abeveriterarel U9). ge | ic ok ee ye 83 
Wiel Ncna(P) etme Mmm cur R Ne ia crtecacts | waa ibe. 97 


} 


1949 1950 =| = «1951 1952 19538 
| —— -_-__ 

2g1b 2a | | 838 435 4 
58 70 79 173 Fe 
2,136 2,654 3,247 3,594 3,720 
155 162 | = 801 405 312 
428b 421 S75 635 635° 
210» 367 327 3176 296° 
127 165 228 247 268 
184 144 212 223 284 


Pounce United Nations Statistical Office and national statistical 
offices. 


GENERAL NOTES: Supply is equal to production (P) plus imports 
(I) Jess exports (E). 


Jan-Sep at annual rate. 
Production only. 
Jan-Jun at annual rate. 


ore 
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In Cambodia, Malaya and North Borneo, social 
apital is the largest single category of expenditure. It 
cludes some current expenditure on education, health 
nd resettlement! as well as investment in housing and 
ater supply. Expenditure for agricultural development, 
ogether with a substantial outlay on multiple-purpose 
rojects which, as a rule, provide for irrigation as well 
s additional power supply, is high in Ceylon, India and 
akistan. In all three countries increased agricultural 
utput appears to be the quickest means of lessening 
r removing structural balance of payments disequilibria, 
\lso, apart from its value for social progress, agricul- 
ural development promises substantial income growth 
or a given outlay of resources. The emphasis, at 
resent on agriculture, may of course shift in time; in 
he case of India, for instance, the present plan limits 
he expansion of industrial capacity to a few sectors 
f particular importance, while it is quite likely that 
dvances on a broader front may be proposed when the 
urrent plan is completed. 


Transport is emphasized in Burma as a basic 
1ecessity for reconstruction and the improvement of 
security, and in India where the repair and extension 
»f the transport system appears necessary in order to 
ay the basis for long-term growth.” 


Governments have generally preferred to invest in 
orojects related to agriculture rather than to industry, 
and this apparently reflects a belief that investment in 
agriculture offers the better prospects of substantial pro- 
ress, at least in the present phase of development. 
Indeed, only in Pakistan and Indonesia are the govern- 
ments devoting substantial shares of resources to manu- 
tacturing, and in Indonesia the allocation of resources to 
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industrialization rather than to the rehabilitation of 
export agriculture represents a hazardous choicé in view 
of the immediacy of balance of payment difficulties, 


In Thailand, among the countries for which the 
distribution of government development expenditure is 
not available, it appears that the government devotes a 
major proportion of its investment to irrigation works 
and the transport system while also erecting a certain 
number of industrial plants. In the Philippines, the 
bulk of government investment appears to be devoted 
chiefly to communication and multi-purpose projects, but 
also in part to important industrial projects in fertilizers, 
steel and electrical equipment. 


In Japan, the bulk investment carried out by the 
government goes into irrigation and other schemes 
connected with agriculture, while government loans which 
indirectly form a substantial part of government invest- 
ment are made mainly to the coal, power, steel and 
ship-building industries. In mainland China, it appears 
that gross expenditure on industry accounted for about 
45 per cent of expenditure on national economic recon- 
struction, other construction for about 24 per cent and 
agriculture and water conservancy for about 9 per cent. 
The exact content of these expenditures is unknown. 


Although, with the exceptions noted above, only a 
relatively small percentage of public developmental 
expenditure goes into industry, governments do play a 
significant role in the manufacturing sector. Govern- 
ment enterprises exist everywhere and are usually of 
some importance, except perhaps in Malaya and Hong 
Kong. Nevertheless most governments of the region, 
despite the greatly enhanced importance of their develop- 
ment expenditure on development, appear to adhere to 
the traditional view that the public authorities should 


1. Resettlement is included only in India and Malaya. 5 a C aye 
g. The same is true of both Nepal and North Borneo where the be responsible for the basic economic facilities such as 
saber tao = er ee ie m pre-requinits for the power and transport and should provide assistance and 
TABLE 8 
ECAFE COUNTRIES: PERCENTAGE DISTRIBUTION OF PUBLIC EXPENDITURE ON DEVELOPMENT 
ve. Higa Fuel Industry Social me Hi 
monte eA tal oe communi- oon Mining Bet capital expenditure 
Pe sai a ile cations P (in millions) 
‘Burma, 1953/54 (kyats) OP ig BR nh ee 11.4 43.8 9.0 2.3 be ae eke 
Cambodia, 1951-1953 (piastres) ..  .. +. «+ «+ 5.0 4.8 : oe one ee 
Ceylon, 1951/52-1953/54 (Ceylon rupees) .. .. 25.7 24.2 6.0 ne oo mer re 
India, 1951/52-1953/54 (Indian rupees) .. .. -- 20.9 32.4 ter? es at ae eee 
Indonesia, 1951/52-1953/54 (rupiah) her One 11.9 15.6 2.6 fe ae oa ee 
‘Malaya, 1951-1953 (Malayan dollars) .. -. +. 4.4 221 20.0 ; ‘ ° 
Sarawak (1951/52-1953/54) and North Borneo a 164 “Lah 
(1951/52-1953/54) (Malayan dollars) at 9.5 39.7 O.0 — LE ae an 
‘Nepal, 1951/52-1953/54 (Indian rupees)... .. -- 29.3 34.5 a — aes ae Ape 
Pakistan, 1951/52-1953/54 (Pakistan rupees) 29.7 14.3 oF : 


pS ee 


Sources: Economic Survey of Burma, 1935; Consultative Committee for 
Co-operative Economie Development in South and South-East Asia, 
Second Annual Report, 1953, New Delhi. 


a. Some of them are classified by the government under irrigation, 
which is part of agriculture, and some under power. 
Consists of aerial survey and village development. 
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incentives to private business, but should step directly 
into the industrial field only where the scale of the 
enterprise, or its technical difficulties, or the lack of 
immediate earning prospects, would discourage private 
investment. Such a policy has much to commend it 
provided that the business community is responsive to 
the incentives provided by government. Government 
enterprise, to be efficient, must perforce be concentrated 
in a relatively small number of large units which by 
their very nature will tend to be capital intensive, while 
active local initiative is better fitted to starting up small- 
scale and diversified enterprises requiring little capital 
and offering good prospects for rapid and widespread 
growth in capital-poor countries. 


There is abundant evidence—in India for example 
—that government aid can promote enterprise if it is 
applied with sufficient vigour. However, as was pointed 
out above, private investment has in the past been 
generally tied to the production or processing of export 
commodities and there has been little interest in manu- 
facturing for the domestic market. That this attitude 
persists in some countries is confirmed by events in 
Pakistan and Indonesia, where there has been little 
response to a monetary situation and a system of import 
restrictions that appeared to promise ready markets to 
enterprising firms. Most new plants established in these 
countries in recent years have been either directly govern- 
ment owned or at least established on government 
initiative and with considerable government financial 
participation. Only in Japan and in Hong Kong does 
private business appear fully and immediately capable 
of developing the economy by its own resources and on 
its own initiative. Thus, despite the limits to the fields 
for which large-scale government enterprises are suitable, 
governments deciding to shift the emphasis of develop- 
ment to the manufacturing sector may at first have to 
carry the main burden themselves. 


The experience of Japan suggests, however, that 
such a situation need not be a permanent one. In that 
country almost all the initiatives that led to industriali- 
zation came from the public sector and the early stages 
of development, in the two decades after 1869, wit- 
nessed the creation by the government of a large number 
of manufacturing, commercial and financial concerns. 
In the next phase in the late 80’s and early 90’s the 
government found that it could hand over to private 
enterprise the plants it had erected: at this stage private 
businessmen were able to operate them successfully when 
subsidised by the government.! After the middle 90’s. 
the private sector had acquired strength and dynamism, 
and the government was able to abandon its subsidy 
policy and instead to start levying taxes on the rapidly 
growing business community.” 


1. The subsidy often took the form of a transfer of the factory to 
private nade for a purely nominal price. 

2. See “Subsidy and tax policies for development of industries i 
Japan”, ECAFE/I&T/FED/8. It may be worth noting that in 
Taiwan, China, the government has sold to private concerns a 
certain number of its enterprises. 


INVESTMENT POLICIES 


The previous chapter has shown that a number of 
countries in the region are facing 4 decline in govern- 
ment revenue due to the lower level of incomes and 
foreign earnings. The main exceptions are Japan, the 
food exporting countries, namely Thailand and Burma, 
and Ceylon, in which country the substantial increase 
in certain tax rates should result in a small increase 
in revenue. More significantly, a greater number of 
countries are budgeting for an increased deficit. 
Pakistan, although decreasing its expenditure, 1s expect- 
ing an even greater fall in revenue and will thus show 
a larger deficit than in 1952/53.3 Ceylon, Indonesia 
and the Philippines, on the other hand, are proposing 
to cut their deficits through a severe curtailment of 
expenditure. The decreases in expenditure in these 
four countries will affect government investment in vary- 
ing degrees. At one extreme stand Pakistan and Ceylon, 
where none of the burden of the cut will fall on capital 
expenditure; indeed investment outlays are due to 
increase. At the other extreme stands the Philippines, 
where almost the whole of the cut in government 
expenditure will fall on investment outlays. In between 
stands Indonesia, where investment will share in the 
general and drastic cut in government expenditure. 


This brief enumeration is enough to show that the 
problem of finding resources for investment is generally 
acute. The policies tried in different countries to meet 
this situation can be classified under two broad headings: 
the one covers attempts to finance investment without 
creating any inflationary pressures in the economy and 
the other covers use in varying degrees of measures of 
finance which may prove inflationary. The line between 
the two is, of course, not clear-cut, and the most crucial 
problems may well arise in determining the limits of 
tolerable inflation and in devising effective measures to 
deal with it. 


Under present circumstances, balance in the budget 
would require higher tax rates, or cuts in other expendi- 
ture, if investment outlays are to be increased or even 
maintained. Attempts to prune various items are being 
made in a number of countries in the area, the most 
impressive of which are the 30 per cent reduction in 
total expenditure in Indonesia and the abolition of food 
subsidies in Ceylon. Taxes have been increased in the 
case of Ceylon and the Philippines. However, only 
mainland China appears to be prepared to finance a 
large-scale development programme on the basis of a 
balanced budget, but its economic and political institu- 
tions are so different that its experience cannot bé 
readily applied elsewhere in the region. Tax revenue 
and profits from government enterprises jn mainland 
China, which include a considerable Proportion of 


3. The deficit is partly to be met from profits from 7 
that is, in effect by the liquidation of previous] State trading, 


j i y accumulated 
stocks of jute and cotton, which of course decrease its ; ata ce 
impact. inflationary 
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ndirect taxation, have shown an impressive rise over 
he last few years. In 1953, government receipts were 
cheduled to be more than three times as high as they 
ad been in 1950. Since prices have shown no signi- 
ant rise over the period, this increase, far more rapid 
han in national income, has enabled the government 
o finance outlays on economic reconstruction at a 
apidly mounting rate. Even in this case, however, the 
olicy of balancing the budget through government 
evenue is not being fully carried out and in 1953 
valancing the budget will require borrowing as well as 
he use of the carry-over from previous year’s surpluses. 
such a policy avoids the problems of inflation but 
equires an apparatus of controls which may be 
indesirable, or even unattainable, in other countries of 
he region. And without such controls inflation may 
rise as well from an attempt to impose unacceptable 
axation as from the creation of credit to meet a budget 
leficit. 


Moreover, the development of a suitable tax 
mechanism is normally a lengthy and costly process, 
md it is noteworthy that in Indonesia, for instance, 
ittle success has so far attended efforts to replace the 
arlier land tax by a progressive system of taxation on 
ural incomes. In chapter 3 attention has already been 
lrawn to the undesirable consequences of heavy and 
imsuitable taxation. Too heavy taxation of the business 
‘ommunity, for example, may stifle private enterprise 
"ven as it provides funds for development in the public 
-ector. 


Borrowing from the public is a non-inflationary 
means of financing economic development, but use of 
his device depends upon the willingness and ability 
of the population to absorb government bonds. So far 
his method of financing has been significant only in 
fapan and India, which possess capital markets more 
leveloped than those of other countries of the region. 
n Japan, however, funds obtained in this way have 
yeen used essentially to make loans to private concerns, 
ind in this case the government is doing little more 
han supplement the capital market by channelling private 
savings to desirable forms of private capital formation. 
in India, the success which has this year attended the 
sale of government and state bonds has exceeded expecta- 
ions and the proceeds have financed a not inconsider- 
ible proportion of the public deficit. Such a method 
of finance is wholly advantageous when private invest- 
nent fails to absorb private savings, but would be both 
ess successful and less desirable were public confidence 
n the earning prospects of industry greater and private 
nterprises prepared to absorb available savings. In the 
ase of India, it is clear that in addition to buying 
rovernment bonds, the private sector also hoarded savings 
ind so offset part of the budget deficit that was financed 
»y withdrawals from reserves. Thus it was not even 
recessary for the government to borrow these savings. 
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The tight monetary policy pursued in India is no doubt 
partly responsible both for the ease with which the 
government succeeded in borrowing and for the lack of 
alternative outlets for private savings. 


Should inflation threaten, the existence of foreign 
reserves or foreign loans may permit the absorption 
through imports of inflationary pressures. Foreign 
borrowing and some drawing down of sterling balances 
have been a notable feature of the the Indian Five-Year 
Plan, while in Burma a rapid accumulation of foreign 
reserves over the last few years should enable the govern- 
ment to sustain substantial deficits for a few years 
without creating any serious inflation problems. 


A third case of expansionary finance is provided 
by Japan, where borrowing by the private sector rather 
than the government has financed the high level of 
investment of the last few years. So far, the existence 
of considerable unused capacity in the consumer goods 
industries has permited an expansion of production 
capable of satisfying the bulk of the increased demand 
generated by the process of capital formation, although 
not without some sharp price rises. Now that existing 
capacity is more fully utilized it seems that an increased 
proportion of consumer demand is being directed to 
imports and the high rate of investment, if continued, 
may result less in output expansion and more in rising 
prices or balance of payments difficulties. 


In most countries of the region, however, conditions 
are such that large-scale government deficits will almost 
certainly lead to inflation. With the exception of India 
and Japan where the development of banking and the 
capital market may make it possible to control effec- 
tively total private expenditure through appropriate 
monetary policies, government deficits have automatically 
tended to create monetary disequilibrium owing to the 
low level of private savings, and additional incomes 
that could not be absorbed through an expansion of 
consumer goods production have led to substantial import 
surpluses. One of the main problems of the countries 
that wish to pursue an active development policy will 
therefore be to guard against serious balance of pay- 
ments difficulties, and increases in domestic prices caused 
by shortage of goods in relation to effective demand. 


Measures of taxation are also appropriate means for 
controlling changes in the level of effective demand 
induced by government spending. They are frequently 
supplemented, but can hardly be replaced by measures 
of import and price control, and rationing. Yet the 
previous chapter has underlined the unsuitability of the 
tax structure in most countries of the region for such a 
purpose. Nor are these tax structures well adapted to 
raising funds for development. They largely fall on 
foreign trade, and neither import duties nor export taxes 
can be expected to yield greatly increased revenues in 
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normal conditions, crucial though their role may be 
when the expansionary force is a rise in foreign demand 
for exportable goods. 


In the early stages of Japanese development the 
pattern of taxation was quite different. Land tax pro- 
vided more than half the total revenue? and thus indus- 
trialization was largely financed through savings imposed 
upon agriculture. It was only later after considerable 
industrial development that funds started flowing from 
industry to agriculture. 


A somewhat similar pattern seems to be emerging 
in mainland China today, where a progressive tax on 
agricultural output is an important factor in govern- 
ment revenue. According to an official statement,’ 
agricultural taxes accounted for 26 per cent of total 
tax revenue in 1952 and 22 per cent in 1953.3 By 
comparison, in 1952/53 the land tax in India (which was 
levied essentially by the states) accounted for 9.3 per 
cent of the combined tax revenue of the central govern- 
ment and the states. 


However, it is not to be supposed that a mere 
increase in agricultural taxation without regard to other 
factors would be a satisfactory method of raising funds 
for development, even though the agriculural sector may 
be their major source. Matters of equity, of incentive, 
of subsidy policy and of control would all require to 
be taken into account. Moreover, it appears that govern- 
ments require a more extended tax system, capable of 
absorbing large parts of the increment of purchasing 
power generated by development expenditure. Without 
such a tax system it is unlikely that any country in the 
region could continue for long a policy of inflationary 
finance without balance of payments difficulties. In 
fact, the level of foreign reserves in most countries is 
such that the balance of payments might prove to be 
the main limitation to a programme of rapid expansion, 
and it is notable that recent cuts in expenditure in In- 
donesia, Ceylon and Pakistan were motivated in the last 
analysis by balance of payments considerations. Also, 
development will require an increased volume of capital 
goods and raw materials imports, and unless export 
earnings rise again, measures may be needed to change 
the existing relationship between incomes and imports. 


Export promotion might play a substantial role in 
the case of Japan and the Philippines, as could also a 
restoration of some of Indonesia’s former export indus- 


1. In’ 2873, 98 per cent; in 1895, 52 per cent. By 19385 the propor- 
tion was less than 1 per cent. 

2. Finance Minister Po I-Po, Report on the 1958 State Budget, in 
speech delivered at the Central People’s Government Administra- 
tion Council; 12, February 1953. 

8. The exact significance of this figure cannot be ascertained precise- 
ly, since it is not known at what prices agricultural deliveries in 
kind are reckoned when assessing the burden of direct taxes car- 
ried by agriculture. In 1952 local surtaxes were abolished. How- 
ever, the local authorities may still collect funds from the farmers 
“provided that this contribution is voluntary and amounts to less 
than 7 per cent of the agricultural tax’’ (quoted from Li Cheng- 
jui, Deputy Director of Agricultural Tax in the Ministry of 
Finance, People’s China, 16 April 1953). 
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for instance, the wholesale price of tea, 
han before 


export commodity, is now a little lower t 
the outbreak of the Korean war, while money wages 
of workers on tea estates have risen by 30 per a 
with no appreciable change in productivity. A similar 
situation exists in Indonesia, where high labour — 
have been an important contribuory factor to the decline 
of such exports as tea and sugar. Price declines in the 
first half of 1953 had raised similar problems for many 
rubber producers in the region.t Thus the main export 
promotion task may be one of restoring the profitability 
of the major export industries, and the existence of 
inflationary pressures, attended by open or disguised 
wage increases, may make it particularly difficult to 
achieve. 


In Japan, also, high export prices are reported to 
be a serious impediment to the much needed expansion 
of exports. Wage rates and labour productivity appear 
to have risen almost equally over the last few years, at 
least in some of the large scale industries, and there 
may be room for reduction in prices and profit margins 
together, although it is of course impossible to know 
over how wide a range of commodities this type of price 
reduction may be sufficient to restore Japan’s competitive 
position. 


Most countries of the region operate some kind of 
import or exchange restrictions of varying severity, and 
the trend has been towards a reinforcement of such 
controls, as shown by the recent cancellation of open 
general licences for some goods in India and the imposi- 
tion of quantitive restrictions on a number of consumer 
goods in Thailand. However, while the example of 
sterling area countries has shown that the control of 
imports from certain sources can be carried out success- 
fully when similar goods can be obtained elsewhere, 
restrictions on imports from all sources at the same 
time may carry with them the danger of rapidly rising 
prices and open inflation. A distincion may be made 
here between quantitative import controls and the systems 
of import taxes or surcharge through multiple exchange 
rates that have been practised in the Philippines 
Indonesia and Thailand. While quantitative restrictiane 
offer to the governments the advantage of fixing a precise 
limit to the volume of permitted imports, they do nothing 
to absorb domestic purchasing power and thus may lead 
to a more acute shortage of goods than the various 


systems of import taxes; these, though they may ‘he 
less satisfactory from a balance of payments point ae 
view, effectively decrease the pressure on available 
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upplies. The experience of Pakistan shows that quanti- 
ative restrictions tend to react on the domestic price 
evel as much or more than the more predictable import 
axes. In that country an extensive sytem of price 
‘ontrols had to be established to prevent a spiral of 
orices and wages, and the outcome of the situation of 
‘epressed inflation will depend on the solution of mount- 
ng administrative problems, or on a return to a closer 
yalance between resources available and the expenditures 
of both government and public. 


Indeed, it appears that severe import restrictions in 
countries of the region will prove tolerable only where 
chey lead eventually to a lasting change in the relation- 
ship between incomes and the level of imports. An 
example of such a policy is afforded by Japan, where 
domestically produced materials and equipment have 
now replaced imports on a substantial scale; although 
industrial production is 50 per cent higher than before 
he war, and the national income 24 per cent higher, the 
volume of imports was in 1953 only 70 per cent of the 
1934-36 level. This policy is still being pursued and a 
considerable lessening of the dependency on imports is 
expected from a shift in the textile industry from the 
use of cotton to that of domestically produced synthetic 
fibres. A similar change is one of the objectives of 
India’s Five-Year Plan where the emphasis on agriculture 
aims less at increasing exports than at making the 
country more nearly self-sufficient in grain and in raw 
cotton. The fostering of the cotton textile industry in 
Pakistan and China (Taiwan only) falls in the same 
category. However, import replacement appears, from 
some unsuccessful experiments carried out in Indonesia 
and Ceylon, considerably more difficult to achieve in 
the field of manufactures, where problems of prices, 
quality and consumer preference loom large. 


A partial solution to balance of payments problems 
may be found through the import of foreign capital 
and a number of countries in the region have relied 
heavily on this source in order to balance their accounts. 
Net private capital movements since the war have been 
generally outward, owing partly to the sale by foreigners 
of their assets to indigenous companies; nevertheless 
private foreign investors have an important role to play, 
less perhaps through the amounts of foreign exchange 
made available than by the experience of technical pro- 
cesses which they can supply. Private foreign capital 
has recently made a number of important contributions 
in the form of joint undertakings and more noteworthy 
still, it has to some extent severed its traditional ties 
with the export industries: some of the large ventures in 
which foreign enterprise has played a decisive role in 
recent years, as for instance the new petroleum refineries 
in India, largely work for the domestic market. 


Withdrawals from previously accumulated sterling 
reserves and United States aid have been the most signi- 
ficant forms of official financing. Military aid to coun- 


tries in Asia rose from $282 million in 1951/52 to 
$785 million in the fiscal year ended in June 1953. Such 
assistance, however, makes a contribution only to the 
extent that the expenditure thus financed would in any 
event have taken place. Of greater interest is economic 
assistance, amounting to $400 million in 1952/53 as 
against $620 million in the previous year. The main 
recipients were the Republic of Korea, China (Taiwan 
only), India and Pakistan. India had already benefited 
substantially from a large wheat loan, while the con- 
tinuing American programme is making a substantial 
contribution to agricultural development. Apart from 
this case and the large Import-Export Bank loan to 
Indonesia, United States economic assistance has been 
directed essentially to the rehabilitation of war-torn 
economies or to meeting emergencies such as the food 
crisis in India and Pakistan. 


Of lesser importance have been loans from the 
International Bank,—disbursements to India, Pakistan 
and Thailand amounting to $35 million over 1952 and 
the first ten months of 1953. 


Thus foreign capital has played a crucial role in 
some developments of the last few years, and foreign aid 
has met emergencies totally beyond domestic resources. 
But, as the governments of the region fully appreciate, 
such finance may be an aid to development rather than 
a base for it. Since however balance of payments 
difficulties often are the key factor limiting the rate of 
development, even a relatively small amount of foreign 
capital may permit the investment of substantially greater 
domestic resources. 


CONCLUSION 


In a number of countries budget deficits are 
appearing, or growing, as additional funds are used for 
basic development essential to the increase of national 
output and higher productivity. The ability to sustain 
such deficits will depend partly upon foreign currency 
earnings or reserves, and partly upon the size of other 
demands on available resources. In some countries at 
any rate the private sector is not making demands upon 
savings which might be expected in view of the level 
of government spending and internal demand. While 
this now permits governments to continue with rather 
larger development programmes than would otherwise 
be possible without serious threat of inflation, it cannot 
be taken as an entirely helpful factor in view of the 
general need for diversification of production. 


Moreover, with the rapid fall in export earnings in 
the last two years, several countries are running close 
to the borderline at which balance of payments deficits 
will lead to serious difficulties. Indeed, owing to some 
over-hang of purchasing power still remaining from the 
period of the boom, the situation may sometimes be 
worse than it was in 1950 and in few cases is certainly 
better. 
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While the pre-occupation of governments with 
economic development is more pronounced than it was 
four years ago, the means to control potentially inflation- 
ary situations brought about by public expenditure are 
hardly more effective. On the one hand, the factors that 
might mitigate the impact of inflation such as reserve 
capacity in the consumer goods industries, or the sub- 
stantial foreign reserves, are for the most part entirely 
lacking or insufficient. On the other hand, except in 
Japan, the administrative arrangements required for the 
internal control of inflationary pressures may prove in- 
adequate; neither an efficient apparatus of controls nor 
a taxation system capable of taking up automatically 
substantial parts of increments in incomes without caus- 
ing major changes in the price structure can soon be 
provided even though a beginning is now being made. 


While a certain measure of inflation may be 
necessary to accelerate the process of development, the 
preceding analysis has stressed the dangers to which an 


4 eet mies in the 
excessive rate of inflation may expose Ecol” : 
the private 


region. That steps to restrict spending ™ | 
sector should accompany the measures of deficit financing 
undertaken in a number of countries, reflects the aware- 
ness of governments of the potential conflict between the 
objectives of rapid economic growth, and of monetary 


stability and balance of payments equilibriur:. 


The period of comparative stability which many 
countries have enjoyed in the later part of 1953 has 
marked the abatement of disturbances arising from the 
Korean boom, and the return to more normal conditions 
in which the relative claims of rapid growth and of 
monetary stability can be assessed with greater con- 
fidence. But the level of resources available is no more 
important than the uses to which they are put, and in 
the present stringency, their wise allocation is more 
than ever necessary to maintain present rates of economic 
growth. 
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BURMA 


INTRODUCTION 


The insurrection of 1948 dealt a severe blow to pro- 
uction, which had been well on the way to recovery. 
Nevertheless, the rising trend of output, and especially 
f agricultural output, was resumed in 1950/51, and by 
952/53 the pre-insurrection peak had been comfortably 
xceeded even though pre-war levels had not been 
egained. Moreover, the economy supported a gross 
omestic investment in relation to income much larger 
han before the war, even while substantial additions to 
oreign exchange reserves were being made. 


Improvements in the terms of trade, budget sur- 
uses, and the stability of private incomes have all 
ontributed to the positive balance of payments, which 
ontinued to grow even after the Korean war boom 
ollapsed, because rice export prices were rising while 
he prices of imported consumer goods declined. 


The State marketing of rice stabilized domestic 
ncomes and prevented inflationary rises in domestic 
ices, so that the principal task—that of restoring 
sroductive capacity in the country—has been free of 
nflationary complications. 


PRODUCTION 


The war, and then the insurrection of 1948-49, 
lisrupted all sectors of the economy, especially mining, 
yhere activities were brought nearly to a standstill. The 
olume of agricultural production in 1949/50 was about 
5 per cent of its pre-war level whereas mineral produc- 
ion in 1950 amounted to a mere 7 per cent. 


Since 1950/51, with order restored, good progress 
1as been made in recovery, and in 1952/53 production 
ose to a post-war peak, agricultural production reaching 
31 per cent, and mining about 12 per cent of pre-war. 


Investment in plant and equipment, by the govern- 
nent directly and by private undertakings encouraged by 
he government, made a substantial contribution to the 
ise in output. The progress made with community 
levelopment schemes in 1952/53 also contributed to the 
ising trend of production. Government grants for these 


chemes were about K.10 million in 1952/53 while 


private contributions almost equalled this sum. The 
impetus to production that these schemes provided is 
much more significant than would appear from the 
relatively modest sums involved. 


Agriculture, forestry and mining 


Agriculture: Production of most agricultural crops in 
recent years has increased from the low level of 1949/50. 
Although agricultural production in 1952/53 was 8 per 
cent above that of 1951/52, it was still 19 per cent below 
the average of 1936/37-1940/41. However the output 
of some minor crops, such as sesame, tobacco, millet 
and wheat, has been larger than before the war. The 
improved security conditions in 1952 and 1953 enabled 
farmers to increase the acreage under crops and to 
improve cultivation, thus increasing yields; yields of 
paddy per hectare in 1952/53 slightly exceeded the 
1934/35-1938/39 average. 


Government measures, including repair and improve- 
ment of irrigation works, grant of cheap credit and the 
offer of subsidies for bringing untilled land into cultiva- 
tion, contributed to recovery in agriculture. 


The government established the State Agricultural 
Bank in 1952/53 with a paid-up capital of K.50 million 
in order to improve farm credit facilities. The Agricul- 
tural and Water Resources Development Corporation 
was set up with an initial grant of K.10 million to plan 
and co-ordinate agricultural and rural development; the 
corporation also administers the government subsidy 
scheme of K.10 per acre for paddy land and K.15 per 
acre for groundnut land newly brought under cultivation. 
These subsidies, which in 1952/53 amounted to K.4.4 
million for paddy land and K.15 million for groundnut 
land, provided an effective incentive to farmers. Paddy 
acreage in 1952/53 rose by about 200,000 hectares, but, 
at about 4 million hectares, it was still about 1 million 
hectares less than the pre-war annual average. With the 
increase in area under rice output increased by 225,000 
tons in 1952/53. 

The serious post-war shortage of draught cattle had 
disappeared by 1952 not only because cattle population 
increased, but also because cows were used for farm- 
work, a practice unknown before the war. 
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The main object of the government’s Five-Year 
Agricultural Development Programme, to restore agricul- 
tural output to the pre-war level by 1956/57, is to be 
achieved by grant of subsidies and cheap credit and by 
direct investment. In 1953/54, out of a total investment 
programme of K.565 million the government intends 
K.41 million for agriculture, of which K.1L million are 
earmarked for irrigation. In addition to direct govern- 
ment investment, agriculture stands to benefit by the 
proposed development expenditure on power projects, on 
housing, and on health and education. 


The diversification of agriculture is another aim of 
the Five-Year Agricultural Development Programme, and 
to this end the Coconut Development Project provides 
that 2 million coconut palms be planted during the next 
five years, 300,000 of which will be planted during 1954. 
Other projects worth noting are the proposed increase 
by 200,000 acres of the area under cotton by 1956/57 
and improvement of the quality of cotton, the establish- 
ment of the first government cotton seed farm for long 
staple cotton, and the scheme for the expansion of jute 
production. The jute project envisaged an area of 10,000 
acres under jute by 1952/53 but the target had to be 
reduced to 4,200 acres, owing to seed shortage. 


Forestry: In pre-war years, forestry production includ- 
ing saw-mill operation and the marketing of timber, 
formed about 9 per cent of gross domestic product, and 
exports of forest products accounted for about 7 per cent 
of total export value. Recovery after liberation was 
satisfactory, but the insurrection disrupted forest opera- 
tions, and output fell (expressed in terms of constant 
1947/48 prices) from K.273 million in 1947/48 to K.202 
million in 1948/49. Recovery of production during the 
last three years, especially of log extraction, has been 
slow, because of the disturbances in the forest areas. 
Nevertheless the output of some important forest products 
such as firewood, bamboo, cane. thatch, and lac was 
less affected by internal insecurity. 


Petroleum: Crude oil and petroleum products accounted 
for 21 per cent of total pre-war export value. Not only 
have exports ceased but the post-war output has fallen 
short even of domestic requirements, and imports in 
1952! accounted for about 50 per cent of domestic con- 
sumption. The rehabilitation of the Syriam refinery near 
Rangoon was held up by the destruction of the pipeline, 
first during the war, and again by the insurgents. The 
Burma Oil Company has therefore erected a refinery at 
Chauk, near the oil-field, which in 1952 processed about 
25 million gallons of crude oii. A second refinery at 
Chauk is nearly completed, and will increase the capacity 
of the oil industry to over 60 million gallons of crude 
oil annually, about equal to domestic requirements. 


1. In the early post-war years imports accoun 
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In 1952/53 the government proposed a joint vj 
with the oil industry. Negotiations were, howeve if 
up pending a Supreme Court decision regardir} 
validity of the proposed procedure. The Supreme €j 
ruling has been favourable and negotiations are } 
to be resumed. 


Metal ore: Metal ore exports, which accountedi 
12 per cent of the total value of exports before th 
fell in 1951/52, and accounted for only 5.5 per cel 
total export value. The repercussions of the insurrd 
on the mining industry were severe. The tin| 
wolfram mines in the Mawchi? area are still in the 
of the insurgents, but military action begun in 19: 
clear the area, is progressing satisfactorily. Thq 
and wolfram mining areas in Tennasserim are no} 
completely free of insurgents. On the other hand 
joint effort of the government and the Burma Cory 
tion to restore the Bawdwin mines? in the Nort 
Shan States is proceeding satisfactorily. In the 
quarter of 1953, the extraction of ore from the Bawe 
mine, at 10,000 tons, was larger than the combined 
of the two preceding quarters. Production in 1953 


be expected to show a solid improvement generally. 


Transport and industry 


Transport: Reconstruction of transport facilities 

well under way when the uprising in 1948 cause 
reversal of the trend. The volume of freight carried 
the railways and the inland waterways declined by m 
than half in 1948/49. In the following years, the wa 
ways recovered more rapidly than the railways as t 
were less vulnerable to attack. The government 

made strenuous efforts to restore transport facilit 
Capital expenditure of the Union of Burma Airw. 
the Burma Railways and the Inland Water Trans} 
Board amounted to K.41 million in 1951/52 and K 
million in 1952/534 provision for capital expenditure 
1953/54 amounts to K.68 million. The bulk of 
K.32 million of capital expenditure in 1952/53 by 
railways was for fixed equipment such as bridges, bu 
ings, and rails. Progress made with the repair 
extension of tracks, construction and repair of sheds 
was satisfactory. 


Of the K.13 million allocated to inland w. 
transport for capital outlay in 1952/53, about one tl 
was earmarked for purchase ‘of vessels abroad. | 
Union of Burma Shipping Board was established 
June 1952 to operate coastal and international shipy 
for the government. The original allocation to the bo 
of K.9 million in the 1952/53 budget for the purcl 
of ships was increased to K.14 million in the rev; 
estimates. Good progress has been made in 1953 y 


i] 


Pre-war production of ore concentrates from this area aver 
more than 6,000 tons annually, ie. about a third of the total 
duction. 
3. Before the war, these mines were responsible fo h 
production of copper, lead and zine ores, r the total Bur 
4. Revised estimates. 
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he repair of the port of Rangoon; according to the 
evised estimates, capital expenditure during 1952/53 
mounted to K.2.7 million. 


industry: Burma’s few industrial establishments were 
searly all destroyed during the war. The partial rehabili- 
ation of the rice, timber and vegetable oil mills in the 
varlier post-war years, and the fact that they were not 
auch affected by the insurrection, enabled these indus- 
ries to process the increased output of agriculture and 
orestry in 1952 and 1953. In rice milling, effective 
capacity has been increased by lengthening the rice 
nilling season;! in the long run, however, it will be 
recessary to extend the equipment of the processing 
ndustries to keep up with the increasing output of 
agriculture and forestry. 


Complete statistical information on the other private 

adustries is not available, but there are indications that 
ome progress is being made with rehabilitation, after 
‘he havoc wrought by the insurrection. Production of 
sugar increased from 5,000 tons in 1950/51 to 15,000 
ons in 1951/52 and output in 1952/53 is estimated at 
8,000 tons. The cement works at Thayetmyo resumed 
vork in September 1951 but, with the increased demand 
or cement from the building industry, larger imports 
secame necessary in 1952/53. In 1952 the match 
ndustry maintained its production at about the 1951 
evel. On the whole, the supply of matchwood was 
satisfactory although insurgent activities kept deliveries 
rregular. Private industrial construction in 1952/53 
sncluded a tyre re-capping plant and a sulphuric acid 
olant. 


In post-war years, the government had many plans 
‘or erecting factories, some dating back to the Two-Year 
Plan of Economic Development drawn up immediately 
after independence had been secured. In the earlier 
years, lack of finance was the main limiting factor. At 
present it is lack of technical staff and difficulties in 
execution. Considerable funde have been allocated since 
1951/52 for industrial projects, only a portion of which, 
however, was actually spent owing to mounting delays 
in execution, in which lack of technical staff was one 
factor. The only government factory which is already 
operating is the cotton spinning and weaving factory 
which produced 2.0 million pounds of cotton yarn in 
1952. In the first nine months of 1953, production 
increased to an annual rate of 3.4 million pounds. 


A brick and tile factory is under construction and 
it is expected that a contract for a steel rolling mill will 
be signed before the end of 1953. The capacity of the 
rolling mill will be 20,000 tons per year, of which 16,000 
tons will be for ingots and 3,000 to 4,000 tons for re- 
rolled products. The mill is not expected to be ready 


1. Before the war, most of the rice was exported between January 
and March while in post-war years, owing mainly to the establish- 
ment of the State Agricultural Marketing Board, rice export, and 
therefore milling as well, are spread fairly evenly throughout the 
year. 
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for operation until 1956, and then at only half its rated 
capacity. A project for the erection of a factory to 
produce 15,000 tons of salt a year has not progressed, 
beyond the stage of location surveys. A jute project 
is at the stage of testing the quality of jute grown in 
Burma. It is proposed to erect a factory to produce 
about 6 million bags per year, requiring about 6,000 
tons of jute. The paper and pulp factory, which will 
produce 30 tons of paper daily for domestic consump- 
tion and 70 tons of pulp for export, is to be established 
as a joint venture with private enterprise; the govern- 
ment has already invited applications from both Burmese 
and foreign firms. The government is also planning a 
joint venture with the Burma Cement Company for 
operation of the cement plant at Thayetmyo. None of 
the other projects such as the manufacture of rubber, 
fertilizers, pharmaceuticals and electrical appliances is 
as yet beyond the planning stage. It seems very likely 
therefore that the 1953/54 budget allocation for the 
various factories will again not be spent within the year. 


The government established the Industrial Develop- 
ment Corporation in 1952/53 and the funds allocated for 
the Corporation have been raised from K.25 million 
in 1952/53 (revised estimates)? to K.10 million in 
1953/54. 


EXTERNAL TRADE AND PAYMENTS 


After showing deficits in the early post-war years, 
the balance of payments has shown surpluses since 1949, 
in spite of lower domestic produclion and volume of 
exports than before the war. In relation to pre-war, 
the volume of exports has fallen much more than that 
of imports; in 1952, exports were about a third of the 
pre-war level whereas imports were about two-thirds 
and the favourable balance of payments was principally 


- attributable to improvements in the terms of trade. The 


collapse of the Korean war boom merely accentuated 
the favourable trend; the price of rice continued 
to rise while the price of imports, especially of 
consumer goods, began to show a downward trend. 
The imposition by the State Agricultural Marketing 
Board (SAMB) of stable internal rice prices effectively 
neutralized the inflationary impact of the balance of 
payments surpluses. The widening gap between the 
internal and external prices led to increased profits and 
to accumulation of reserves by the Board. 


The pre-war structure of Burma’s balance of pay- 
ments remained basically unchanged, i.e. there was a 
surplus on trade account more than sufficient to offset 
deficits on non-trade items. Both import payments and 
export receipts showed a steady rise between 1950 and 
1952, receipts, however, forging ahead at a faster rate 
and bringing about substantial rises in the balance on 
trade account. Net payments for services fell consider- 


®. The funds allocated in the 1952/53 budget were K.10 million but in 
the revised estimates were reduced to K.2.5 million owing to the 
delay in the proper functioning of the corporation. 


32 ECONOMIC SURVEY OF ASIA AND THE FAR EAST, 1953 


ably in 1951 but by 1952 they had nearly regained the 
1950 level. The surplus on account of goods and services 
(including non-monetary gold) rose from K.116 million 
to K.292 million and K.281 million in 1951 and 1952 
respectively. The payments position during the first 
half of 1953 showed further improvement and the 
balance on account of goods and services (including non- 
monetary gold), at K.302 million, exceeded the surplus 
for the whole year of 1952 by a considerable margin. 
The rate of exports was slightly above the 1952 level, 
both in volume and value; the large surplus in payments 
on trade account, however, may also reflect delayed 
receipts in respect of the exceptionally high value of 
exports recorded in customs returns during the latter 
half of 1952. It is doubtful that the balance of payments 
on account of goods and services during the second half 
of 1953 will turn out to be as favourable as during the 
first half, because the price of rice was tending to sag 
and payments for imports were tending to rise. Even 
in the third quarter there was a deficit in the balance 
of payments of K.100 million. 


Chart 9 


BURMA: VALUE OF IMPORTS AND EXPORTS 
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Exports 


The contribution of rice to Burma’s export income, 
which was a little above 40 per cent before the war, 
rose in post-war years to 75-80 per cent. The rise in 
export receipts between 1950 and 1952 was principally 
attributable to rising rice prices in export markets and 
to a lesser extent to increased volume of exports. During 
the first nine months of 1953 the tonnage of rice exports 
was about 10 per cent below the level prevailing during 
the corresponding period in 1952. The government-to- 
government price of rice during the first half of 1953 
was £60 per ton, about £10 higher than during the first 
10 months of 1952.1. The private tender price of rice, 
on the other hand, which had risen from £70-80 per ton 
during the first half of 1952 to the peak figure of £100 
during the second half of the year, fell back to about 
£75 per ton in the first half of 1953. No reduction 
in the official price of rice has been announced for 1953, 
but Burma has undertaken to supply a minimum of 
200,000 tons of rice to Ceylon in 1954 at £50 per ton, 


1. The government-to-government price of rice was raised f 
to £55 for the last two months of 1952. gach 


and has agreed to supply up to 600,000 tons? if required. 
In the agreement signed with Japan toward a en ee 
of 1953 for the supply of 300,000 tons of rice in 1954 
and 200,000 to 300,000 tons in the 3 subsequent years, 
the price of rice for 1954 was also fixed at £50 per ton. 


The government, realizing the turn of the rice 
market, sent trade missions to countries in Asia, Europe, 
Africa and South America in the first half of 1953, to 
explore possibilities of expanding trade especially in rice. 
Rice exports in the first 10 months of 1953 were 850,000 
tons, and this was 10 per cent below the level in the 
same period of the previous year mainly because foreign 
buyers were increasingly unwilling to pay the prices 
asked. Rice stocks in Burma towards the end of 1953 
were larger than in previous year, not only because of 
reduced exports, but also because output in 1952/53 
was 225,000 tons higher than in 1951/52. Domestic 
consumption hardly increased. 


Exports other than rice are still at very low levels 
eompared to pre-war; not only have the exports of 
petroleum not recovered, but Burma has been compelled 
to import petroleum, valued at about K.31 million in 
1951/52 and 1952/53 or about 4 per cent of total 
imports. 


Imports 


After the outbreak of the Korean war the Burmese 
Government progressively relaxed import controls and 
allowed the free import of almost all essential goods 
such as textiles, cooking oils, building materials, paper, 
motor spare parts and various capital goods. By the 
middle of 1951, the items which could be imported freely 
covered about 42 per cent of the value of total imports; 
the relaxation aimed at ensuring the supply of goods 
which were becoming scarce in world markets, and also 
at lowering the cost of living. Pent-up demand caused 
imports in 1951 and 1952 to expand rapidly and the 
value of imports under open general licence increased 
to more than half of total imports in 1952. In textiles, 
however, a saturation point was reached and textile 
imports dropped steeply in 1951/52; the very large 
imports of textiles were again picking up and the total 
value of imports under open general licence accounted for 
about two-thirds of imports in the first half of 1953. 


In the second half of 1953 imports are likely to be 
larger than in the first half, partly owing to the expected 
delivery of a considerable volume of capital goods on 
order for the government’ partly owing to increased 
commercial orders in response to rising incomes, and 
to the speculative buying in anticipation of the increased 


2. This is part of the four-year trade agreement be 
Ceylon signed in 1958, fixing prices of rice for tho nent ene os 
at £50, £48, £46 and £44 per ton respectively, Burma. | cbt 
ot sell, and Ceylon undertook to buy, a minimum of 200,000 tern 
per year and Ceylon may buy up to a maximum of 600 000 er: 
subject to notice by 15 November of the preceding year.’ ies: 

8. The Burmese Purchasing Mission alone, which we ‘ 
Kingdom in the middle of 1953, placed orders mast = the United 
oquipment: million of 
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ariff charges in October 1953; letters of credit opened 
vith banks in Rangoon increased by 38 per cent between 
he first and second quarters of 1953. 


Von-trade items 


An important change taking place in non-trade 
items in recent years is the sharp decline in remittances 
since 1951. This is due partly to the repatriation of 
ibout 60,000 Indians in 1949 and 1950, but mainly to 
the tightening of exchange controls and the prevention 
f abuses of certain regulations. In the middle of 1950 
the Exchange Control Department cancelled its agreement 
with the Government of India relating to the exchange 
of Burmese notes into Indian currency at the Reserve 
Bauk of India and at Indian border government trea- 
suries. The new arrnagements provide for the exchange 
»f Burmese rupees for Indian rupees in Burma to 
genuine travellers, up to a total of Rs.100 per person. 
{mports of non-monetary gold also declined in the last 
two years. In 1950 the exchange control had allowed 
‘he import of 70,000 ounces of gold, whereas at present 
permitted gold imports are negligible. 


ECA grants in 1951 and 1952 amounted to K.22 
million and K.35 million respectively, but Burma has 
sought to terminate ECA aid with effect from July 1953. 
fn order to prevent abrupt cessation of the programme 
supported by these grants, it has been agreed that ECA 
will continue to finance, until completion, certain projects 
sander way, while for others the government of Burma 
will provide funds.* 


The income payments to non-residents have declined 
because many profitable activities such as the rice trade 
‘and timber industry have been taken over by the govern- 
ment, because in fields such as mining and the petroleum 
industry, where private foreign enterprises are still 
operating, re-investment for rehabilitation has reduced 
ithe transfer of profits earned, and because the level 
of profit is smaller than before the war owing to 
disturbances. 


‘Balance of payments surplus 


The increase in the value of exports noted above 
has not led to any inflationary pressure in Burma, 
because the bulk of the rise has been derived from rice 
exports and the domestic price has been isolated from 
the rising export prices by the State Agricultural Market- 
ing Board,? which has kept its buying price of paddy at 
K.138 per ton since 1948. On the other hand, the 
SAMB has sold at considerably higher prices both on 
government-to-government account and to the private 
trade (for export) through the tender system. 


1. The projects to be continued include a modern rice mill, a pre- 
fabricated building for rice storage, equipment and supplies for 
the Burma Railways, a modern printing plant, assistance by the 
Massachusetts Institute of Technology (United States) to the 
Engineering College in Rangoon, etc. 

2, Although private exports are allowed, the exporters have to buy on 
tender from the SAMB and cannot buy direct from the farmers 
or millers. 
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It is estimated? that profits of the SAMB have 
increased sharply since 1950/51. Profits of the SAMB 
in 1951/52 amounted to 12 per cent of the gross 
domestic product and about 50 per cent of the value 
of exports. In 1952/53 the profits have increased still 
further and amounted to 16 per cent of gross domestic 
product. 


PUBLIC FINANCE 


After having budget deficits in the early post-war 
years, Burma had surpluses! between 1948/49 and 
1950/51. In later years the revised estimates showed 
small deficit, but according to preliminary figures 
published by the Union Bank of Burma, there was a 
small surplus in 1951/52 and in 1952/53 as well (actual 
results of the first 10 months of 1952/53). 


In 1948/49 and 1949/50 the surpluses were largely 
due to strict government economy; in 1950/51 rice prices 
and the profits of the SAMB rose sharply and continued 
at a high level until late in 1953. Meanwhile, national 
income was also expanding and import controls were 
relaxed, so that sources of revenue other than the SAMB 
gave better yields. Government spending at first lagged 
behind revenue in spite of the intentions of the govern- 
ment expressed in successive budgets (see table 9), 
but later began to catch up with revenue. Defence and 
investment expenditures accounted for the main part of 
the expansion. 


The budget for 1953/54 foresees a substantial deficit, 
but it is doubtful whether this will be realized. In the 
past, revenues have been consistently under-estimated and 
expenditures over-estimated. 


Revenue 


The main source of revenue since the end of the 
war has been the contribution of the SAMB to the 
budget. In 1948/49, the rehabilitation contribution of 
the SAMB to the government accounted for 40 per cent 
of government revenues. Between 1949/50 and 1951/52 
the relative importance of rehabilitation contributions 
declined to about 33 per cent owing to increase of tax 
revenues. In 1952/53 (revised estimates) and in 
1953/54 (draft estimates), however, the profits of the 
SAMB are expected to increase in importance to about 
45 per cent of total government revenue. 


The profits of the SAMB increased even more swiftly 
than the export price of rice, because the price to 
growers has been kept unchanged since 1948—although 
the growers have benefited by their own increased pro- 
duction and by various subsidy measures adopted by the 
government. The yield of land taxes, which is in any 
case small, has increased only because land has been 
newly brought under cultivation. 


3. By the ECAFE secretariat. 
4. Ineluding foreign receipts and foreign expenditure. 
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TABLE 9 


BURMA: GOVERNMENT FINANCE 


Million kyats 


er eee 


Expenditure Revenue Balance 
1950/51 
A. Estimates 572.6 487.3 i 
B. Accounts ae 517.8 552.6 140.1 
C. Difference (B-A) — $4.8 85.3 : 
1951/52 
A. Estimates ; 809.9 580.0 Rey: 
B. Revised estimates 773.5 629.0 == a 
C. Difference (B-A) = 364 49.0 85. 
1952/53 4 
A. Estimates >, 1,097.3 785.9 —sll. 
B. Revised estimates 997.2 794.0 —203.2 
C. Difference (B-A) —100.1 8.1 108.2 
1953/54 
A. Estimates 1,261.2 876.9 —384.3 


Sourse: United Nations Fiscal Division. 


In recent years tax rates have remained substantially 
unchanged,! but their yield has expanded rapidly as 
national income? has grown, tax collection improved with 
the restoration of order, and import increased on the 
relaxation of import controls since 1950/51. Thus about 
65 per cent of the increase in tax revenue excluding 
contributions from the SAMB in 1950/51 was due to 
the increase in import duty collection. Total tax revenue, 
including rehabilitation contributions from the SAMB, 
now takes a larger share of gross national product; it 
amounted to about 12.5 per cent of gross national pro- 
duct in 1948/49, whereas it reached 17 per cent in 
1952/53 (revised estimates) . 


Expenditure 

Expenditure has also increased significantly since 
1950/51 owing to increases in defence outlay? and to 
larger investments. The increase in defence expenditure 
in 1952/53 accounted for about 45 per cent, and the 
increase in investment for about 20 per cent, of the 
increase in total expenditure. In 1953/54 a large share 
of the increases in expenditure is again earmarked for 
defence, investment, and loans and advances. 


It is worth noting that while the share of defence 
outlays in total expenditure has been increasing, part of 
defence expenditure may be regarded as economic expen- 
diture. In the worst days of the uprising, substantial 
exports of rice were possible because of military escorts 
provided for the transport of rice from up-country to 
Rangoon. However, as peace and order are being 


1. Exception to this are the sales and commercial taxes introduced in 
1949/50 but these have not been important when compared with 
total revenues. 

2. National income at constant prices has also increased rapidly 
causing domestic prices to fall since 1949/50 (see supra, section on 
“External Trade and Payments’’ and infra, section on “Capital 
Formation’’). 

8. Defence outlays increased from 25 per cent of total expenditure i 
1948/49 to 31 per cent in 1952/53. ae 


restored, the pruning of defence expenditures in order 
to speed up development will become a matter of increas- 
ing importance. 


CAPITAL FORMATION 


Even in 1952/53 gross domestic output had only 
reached 81 per cent of the pre-war level. although it had 
been increasing during the previous four years. Never- 
theless Burma has financed a domestic investment larger 
in relation to output than before the war without any 
inflationary pressure and has also managed to accumulate 
balances abroad. Thus, with the exception of the worst 
periods of insurgency, the government has channelled 
large portions of its total expenditure in post-war years 
into investment, thus making government investment, 
which in 1952/53 was about equal to private investment, 
more important in total investment than before the war. 
A large part of government investment takes the form of 
social and economic capital, such as education and trans- 
port facilities. The government, however, has also in- 
vested directly in agriculture and industry and has 
encouraged private investment in these fields. 


Increased investment expenditure led to a rise in 
domestic output between 1949/50 and 1952/53 from 60 
per cent to 81 per cent of pre-war output. Gross 
national expenditure increased by 47 per cent from 
K.3,160 million in 1949/50 to K.4.650 million in 
1952/53, but as prices have been falling, jt may be 
suggested that expenditure has not increased rapidly 
enough to absorb unemployed resources of labour and 
land. For example, the State Board (mainly the 
SAMB) were able both to purchase government securities 
and to increase their deposits with the Union Bank of 
Burma from K.58 million in September 1949 to K.428 
million in September 1952. 
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Chart 10 


INDEX NUMBERS OF PER GAPITA 
PRODUCTION AND CONSUMPTION 
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In the first years after the liberation private con- 
sumption constituted a higher proportion of gross 
ational expenditure than before the war. Between 
1949/50 and 1952/53, the increases in production out- 
stripped consumption; while per capita consumption, 
»neasured at constant prices, rose by 15 per cent from 
56 to 76 per cent of pre-war, per capita gross output 
rose by 27 per cent from 55 to 70 per cent of pre-war, 
and by 1952/53 the proportion of consumer expenditure 
n gross national expenditure was reduced to the pre-war 
evel.? 

Chart 11 


BURMA: INDEX NUMBERS OF WHOLESALE PRICES AND OF 
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1. Gross private savings increased from 3.3, per cent of gross dispos- 
able income in 1947/48 to 15.9 per cent in 1951/52; they were still 
below pre-war figure of 24.1 cent. 
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The restraint on the growth of private disposable 
income and the relative fall in private consumer expendi- 
ture were due largely to government policies regarding 
the price of rice. Other disinflationary forces contribut- 
ing to the downward trend of prices since 1949/50 
include the restoration of law and order, which has 
enabled production to increase, and goods and services 
to be exchanged more freely, and the fall in import 
prices following the collapse of the Korean war boom. 

The official target for gross domestic capital forma- 
tion in 1953/54 amounts to nearly K.1,100 million, as 
compared with the estimate of K.835 million for gross 
investment in 1952/53. Public investments planned for 
1953/54, at K.565 million, include, in addition to invest- 
ments provided for in the Central Government budget, 
investments of the State Boards, State governments and 
local authorities. Future economic trends will depend 
largely on whether the large increase in the investment 
programme will be realized, and if so, whether increased 
activity will generate inflationary pressure. 

Progress made with pacification of the country and 
the completion of detailed plans for a large number of 
projects should facilitate the execution of the ambitious 
investment programmes for 1953/54. There is, however, 
some doubt as to whether the target set by the govern- 
ment will be actually reached. Since there are still 
unemployed resources,” no inflationary pressure need be 
anticipated during 1953/54 unless of course private dis- 
posable incomes are allowed to expand rapidly—which is 
unlikely so long as the State control of the internal price 
of rice is maintained. 

The pressure of the investment programme on the 
economy need not, however, lead to inflation even if 
domestic production cannot be expanded rapidly enough 
to meet the target. The government is in a position to 
reduce the rate at which its balances abroad are 
growing, and if necessary may draw on the substantial 
reserves already accumulated abroad. 


CONCLUSION 


The high and rising level of the export price of 
rice has dominated the economic position of Burma 
since 1949, with the quantity exported maintained at 
around one million tons in spite of insurgency. 

Nevertheless, government expenditures may well 
show a tendency to expand as development plans 
now formulated get under way, while the fall in the 
price of rice foreshadowed by events in 1953 will reduce 
the earnings of the SAMB, and thereby the revenues of 
the government. In such circumstances the expansion of 
production will assume a new urgency. 


2. The two major compenents of unemployed resources available for 
1953/54 are labour and cultivable land (mainly for rice) which was 
used before the war and which can be brought into production 
again. . y : 

8, There may, of course, be temporary and sectional increases in 
prices as certain development projects are implemented. In 1952/53 
the implementation of the housing project by government caused 
the price of cement, brick and sand to double within a few 
months. The government has, however, solved this bottle-neck by 
importing more cement, and also organizing the domestic supply of 
these materials by private trade. , ” : at 

4. The planned figure of K.200 million in 1953/54 is in any case 
probably optimistic, judging from the trend of rice prices in the 
middle of 1953. 


Chapter 6. 
CAMBODIA, LAOS AND ViET-NAM' 


INTRODUCTION 


Recovery in Cambolia, Laos and Viet-Nam has been 
hampered by the civil war which has been waged over 
the last seven years. Most of the available resources 
have been drained away in military expenditure, leaving 
little for national reconstruction. Price rises due to 
inflationary conditions have been accelerated by the 
devaluation of the piastre from 17 to 10 francs, and 
communications are not reliable enough to permit regular 
and efficient inland distribution of food supplies and 
consumer goods to areas of scarcity. Improvements in 
agricultural and industrial activities are however visible 
in areas of continued security and plans have been drawn 
up for further development with internal and external 
assistance. 


Output of rubber, cement and electricity has 
reached or exceeded the pre-war level, but production 
of rice, while slowly recovering, is still far below it. 


The export trade in rice has made but a partial 
recovery in spite of the seller's market that prevailed 
until the beginning of 1953. With low rice exports and 
heavy imports due to the high level of military expendi- 
ture, large trade deficits are developing and the commit- 
ments of France are becoming heavier despite the efforts 
made by the States to shoulder an increasing share of the 
burden. Contributions from France to national and 
regional budgets finance a substantial part of military 
expenditure in Cambodia and Viet-Nam, while Laos is 
entirely dependent on external assistance in meeting the 


1. The three States are treated together because of their close econo- 
mic relationship. Since they form a Customs Union and have a 
common Currency Board, many of the most important economic 
data are not available for the three States separately. 


cost of security and rehabilitation. United States aid 
both in the form of over-all assistance to France and 
economic assistance in the three states is playing an 
important role in stabilizing to some extent the economic 


conditions of these countries. 


PRODUCTION 
Agricultural production 


Rice: The 1952 paddy crop is estimated at 4.6 million 
tons, an increase of 0.3 million tons over the previous 
year, but well below the pre-war crop of 6.5 million 
tons. Improved security conditions have premitted a 
gradual increase of the planted area, which rose from 
4.7 million hectares in 1950 to 5.1 million hectares in 
1952; in 1953 the planted area is understood to have 
increased further. The impact of the war has fallen 
heavily on the most productive areas of North and 
South Viet-Nam; elsewhere output is apparently above 
the pre-war level. 


Measures of improvement have lagged during the 
war and post-war years; in Viet-Nam there are now 
only 27 seed farms whereas there were 902 hefore the 
war. The amount of seed of improved quality distributed 
to farmers in 1950 was only one tenth of one per cent 
of the total amount of seed used. Although 10,200 tons 
of inorganic fertilizers were used in 1952, compared 
with 7,800 tons in 1950, the yield of milled rice per 
hectare is still low—only 0.7 ton? compared with 1.0 
ton in Burma and Thailand and 3.4 tons in Japan. 


2. Average figure for the three States. 


TABLE 10 


CAMBODIA, LAOS AND VIET-NAM: PADDY PRODUCTION 


Thousand tons 


1934-38 
Cambodia .. 
Laos 
Viet-Nam Se 
Total 6,500 


i 
SL eee 
838 1,440 
386 502 a 
6,127 2,964 2,850 
7,351 4,506 | 4760 
! 


Source: FAO. 
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In Viet-Nam military expenditures permit less than 
one per cent of the budget to be devoted to agricultural 
development, though needs are met in part by con- 
tributions of equipment, seeds and fertilizers from the 
‘United States. The government expects to raise rice 
output from 2.9 million tons in 1952 to 4 million tons 
in 1956, though this will still be far short of pre-war 
output. The greatest effort is to be directed towards 
bringing abandoned land back into cultivation; between 
1951 and 1953 about 25,000 hectares have been 
‘recovered. Small-scale irrigation and drainage projects 
will improve about 60,000 hectares in the next two or 
three years, and other schemes under consideration would 
vadd about 25,000 hectares to the irrigated area. 


In Cambodia, where only part of the area available 
‘for rice cultivation, is at present utilized, a development 
‘programme has been drawn up to double the annual rice 
»output over an area of 76,000 hectares. The programme 
Shas been started during 1952/53, partly with United 
“States aid; a further $2 million will be needed to 
scomplete it. 


In Laos the bulk of the rice production, which 
-amounts to approximately half a million tons, is con- 
»sumed locally. A five-year development plan is afoot to 
improve methods of production, quality of seeds, irriga- 
‘tion facilities etc. An experimental rice station is to be 
-set up in 1954 and will demonstrate the use of machinery 
in agriculture. 


Rubber: Rubber production in Cambodia and Viet- 
Nam reached the pre-war level of 60,000 tons in 1952. 
The share of rubber in export earnings rose from about 
15 per cent in pre-war years to about 35 per cent in the 
post-war period; in 1952 and 1953 export earnings from 
rubber were higher than from rice. It is understood 
that new high-yield rubber plantations of Cambodia will 
be ready for tapping in a year or two, thereby increasing 
the exportable surplus of this crop. It is hoped that 
rubber output will reach 70,000 tons in 1953. 


Fish: Production of fresh water fish ranks next to the 
production of rice and rubber in the economy. The 
annual catch is of the order of 410,000 tons, the Great 
Lake of Cambodia accounting for 250,000 tons. The 
flooded rice fields are another important potential 
resource for fish raising: in the Tonkin Delta (North 
Viet-Nam) alone it has been estimated that 50,000 tons 
might be obtained from rice fields. Fishing regulations 
are difficult to enforce under present conditions and it 
is feared that stocks in the Great Lake are steadily being 
depleted by clandestine over-fishing. The reclamation 
of land for grain production may also affect the fisheries 
in certain areas of Cambodia: the gain in food output 
may be small, and it has not yet been ascertained to 
what extent the increase in grain production from 
reclaimed land will be offset by declines in fish output 
in the flooded forest area. Fish production in the lower 
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reaches of the Red River in Viet-Nam has been almost 


halved in the last thirty years by overfishing and exten- 
sion of cultivation. 


Agricultural policy 


In Viet-Nam a new decree protecting peasant 
interests was issued by the Chief of the State Bao Dai 
during the current year. According to this decree 
peasants who till land abandoned by war refugees cannot 
arbitrarily be evicted upon the latter’s return, and rents 
are fixed at 15 per cent of. the product of the land, 
while no taxes are imposed on tenants. A major problem 
is that of middlemen’s profits derived from the supply of 
credit, which are estimated to absorb as much as 3/4 
of the price of rice to the consumer, and thus to cut 
deeply into the income of the farmers. The rate of 
interest charged by land banks has been reduced to 8 
per cent, and the government has set up a pilot project 
in a controlled area to explore the possibility of supplying 
credit in cash and in kind to cover both cultivation and 
harvest expenses. 


Industrial production 


Industrial production in Cambodia and Viet-Nam, 
particularly of coal, electricity, cement and gas, has 
increased during the last three years. The value of 
capital goods imports was $29 million in 1950, while in 
1951 their value, at 1950 prices, was $48 million. Other 
equipment, such as locomotives, procured primarily for 
military programmes, also makes a contribution to the 
rehabilitation of the civilian economy. 


In Viet-Nam, while the introduction of new mining 
machinery and improvements in transport have increased 
coal production from 638,000 tons in 1951 to 858,000 
tons in 1952, this is still far below the pre-war level of 
2.3 million tons. There are twelve mines producing coal 
but nearly 95 per cent of the output is raised in one 
large mine which operates with foreign capital and 
employs about 11,000 workers. With the installation of 
new generators, electricity production in Viet-Nam has 
increased from 180 million kwh. in 1950 to 250 million 
kwh. in 1952, far exceeding the pre-war production of 
100 million kwh. The output of cement in Viet-Nam 
has also exceeded the pre-war level during 1953, although 
it is still incapable of meeting fully the demand generated 
by the increase in building activity for civil and defence 


needs. 


Construction 


Public construction activity in the three States, 
aided by United States economic assistance, includes the 
following: the repair and relaying of strategic highways 
and bridges during 1951-52, costing $5 million for 
imported material and equipment and Pr.55 million for 
local expenses; the dredging of harbour areas in Saigon 
and construction of additional warehouses and a wharf 
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in Saigon; the construction of railways of particular 
importance in Laos as riverways and roadways are 
inadequate and insecure; the building or improvement 
of a network of airports and runways. A number of 
hospitals and schools have also been built. 


The influx of refugees to the cities from areas 
exposed to guerilla activity has increased the housing 
problem, and an extensive emergency low-cost housing 
programme is underway in Viet-Nam, with various forms 
of State and external assistance amounting to Pr.50 
million. Small loans to owners for repair of damaged 
buildings granted by the newly created National Office 
of Reconstruction aggregate nearly Pr.10 million in 
North Viet-Nam. The effort of reconstruction can be 
gauged from the index of building activity which, during 
1953 (January-July), stood at 161 for the Saigon area 
as compared with 100 in 1949, and 96 in the correspond- 
ing period of 1952. In Haiphong and Tourane, building 
activity during 1952 (January-July) was double that in 
1951; in 1953, building decreased by 25 per cent in 
Haiphong but increased by 20 per cent in Tourane. 


EXTERNAL TRADE 


Cambodia, Laos and Viet-Nam form a Customs 
Union, and the proportions of customs revenue going to 
the States are 22, 7 and 71 per cent respectively. Laos 
has no outlet of its own to the sea for its export 
products—coffee, tobacco, spices, lac, tin ete. Owing to 
difficult road and river communications between the 
three States, the possibility of diverting part of the trade 
of Cambodia and Laos through Bangkok has been dis- 
cussed. Meanwhile, additional rice milling facilities at 
Phnom-Penh (37 mills with a daily milling capacity of 
2,000 tons of paddy were established in 1952) have 
enabled the bulk of the rice crop to be shipped directly 
from Phnom-Penh rather than through the usual Saigon 
trade channels. 


The trade balance of this Customs Union has 
worsened considerably during the last two years and 
imports are now almost four times exports. Although 
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States separately, it 
ll surplus on trade 
exports of tin 


| deficit and 


precise data are lacking for the 
would appear that Cambodia has a sma 
account, while Laos (even including its 
and coffee through Thailand) has a smai 


Viet-Nam a very large one.* 


The export of rice, particularly from Viet-Nam, 


dwindled after a partial embargo was placed on expos 
for the purpose of increasing stocks to meet internal 
scarcities. Export markets are increasingly being sought 
in Hong Kong, Indonesia, Malaya and the Philippines, 
rather than in the franc area. 


The pre-war rice imports of France from the States 
of Indochina averaged 600,000 tons; the fall in imports 
from these countries in the post-war years is partly due 
to decreasing availabilities, and partly to increased 
domestic production in France, which now meets three 
quarters of its own requirements. The States of Indo- 
china remain the main source of supply of French over- 
seas territories, but recently, owing to the expectation of 
poor supplies from the three States, Italy has succeeded 
in entering this market. 


The value of rubber exports between 1950 and 1951 
increased by 60 per cent while the volume of exports 
remained unchanged. Between 1951 and 1952, on the 
other hand, the tonnage of rubber exports increased by 
more than 10 per cent while there was a 30 per cent 
decline in export proceeds. Exporters of rubber to the 
United States are permitted to retain part of the dollar 
proceeds, which enables them to import scarce luxury 
goods yielding high profits, such as silk, radio sets, air 
conditioning units, and these import profits have offset 
the exporters’ loss on rubber due to the fall in its price. 
Rubber exports in the first 9 months of 1953 have 
continued at the same rate as in 1952, with the United 
States buying an increased share of the total. 


1. Institute d’Emission des Etats du Cambodge, du Laos i 
: s 2 , 4aos et du Viet- 
Nam, Studes et Documents, No. 3. Trade balances relate to es 
eign trade, excluding trade within the union. 


TABLE 11 
CAMBODIA, LAOS AND VIET-NAM: EXPORTS OF RICE 


Thousand tons 


1934-38 1950 1951 1952 1953 
[) ae S Saray ; ; Jan-Sept 
ECAFE countries .. 516.4 14.8 146.6 135.1 is talkie 
French overseas territories .. 127.4 59.0 $9.2 53.6 25.2 
France 592.8 27.0 24.4 | 3.7 == 
Other 108.1 ap 35.6 | 18.4 13.2 
Total .. 1,344.7 103.9 305.9 210.8 146.5 


Sources: Commonwealth Economie Committee; Institut d’ isi 
Etats du Cambodge, du Laos et du Viet-Nam. Binion es 
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The current trends in the volume and price of rice 
exports, contrasted with the rising trend in the value of 
imports, afford little hope that a substantial improvement 
in the trade balance would take place in the near future. 


The deficit on trade account rose from Pr.3,500 
million in 1951 to Pr.6,850 million in 1952. While 
there are no balance of payments data, it would appear 
that the level of imports has been directly determined 
by the availability of French francs to the three States, 
and the increase in the commercial deficit reflects rising 
military expenditure by France. Thus in 1952 the 
Currency Board had only accumulated modest French 
franc reserves of Pr.680 million; their rise in 1953 was 
due to the re-evalution of assets following the change in 
the value of the currency: at the end of October 1953, 
their foreign exchange value was less than at the end of 


1952. 


DEVALUATION AND PRICE CHANGES 


The French Ministry of Finance announced on 10 
May that as from the following day all of the external 
commercial and financial transactions of the three States 
of Indochina would be effected on the basis of 1 Indo- 
chinese piastre for 10 French francs. (The previous rate 
of exchange had been 1 Indochinese piastre for 17 
French francs). The reasons given for this action were 
the need to eliminate large-scale currency speculation 
and capital flight, and to lesson the strain on French 
resources arising from the locally borne costs of the war. 


As soon as the news of devaluation became known, 
speculators hid their stocks of merchandize in order to 
raise sales prices. Despite the control measures taken by 
the Viet-Nam Government, the increase in prices was 
rapid. The cost of living index for Saigon, based on 
1949 = 100, which had increased from 130 in January 
to 151 in December 1952, rose from 152 in April to 169 
in May 1953 and to 187 in June when the impact of 
devaluation was felt; in August 1953 the index stood at 
197. In Laos, where the cost of living index, based on 
December 1948 = 100, had shown no change between the 
middle of 1952 and April 1953, it jumped from 156 in 
April to 170 in May and 188 in June. In Cambodia, 
where price rises had been more moderate than in Viet- 
Nam, retail price quotations at Phnom-Penh for May 
and June 1953 also rose significantly after devaluation. 
The index of wholesale prices in Saigon rose by 34 per 
cent between April and August 1953; the group index 
for imported goods rose by 49 per cent and that of local 
produce by 30 per cent. 


In Saigon, between April and June, the price of 
rice No. 1 increased by 7 per cent, that of rice No. 2 
and of paddy by 12 per cent, black pepper, 60 per cent; 
kapok, 70 per cent; and rubber RSST, 50 per cent. The 
increases in rice prices were limited because the prices 
of rice and its derivatives were fixed by the government 
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and exports were suspended till further notice. Prices of 
imported commodities rose substantially, though unevenly 
because of the diversity of existing controls. Thus, from 
April to June 1953, prices of milk increased 55 per cent; 
sugar, 41 per cent, flour, 19 per cent; petrol, 35 per cent; 
caustic soda, 68 per cent; iron and steel, 62 per cent; 
cotton yarn, 37 per cent; tyres, 30 per cent; and white 
cotton piece goods, 70 per cent. 


PUBLIC FINANCE AND MONETARY POLICY 


The most striking factor about the development of 
public finance in the three States is the rapidly increas- 
ing level of military expenditure. While data are not 
available for Laos, the figures for Cambodia and Viet- 
Nam indicate that total expenditure for security almost 
doubled between 1952 and 1953.1 Although these two 
States are making an increased contribution towards 
financing the war effort, the expenditure incurred by 
France has been mounting even more rapidly and more 
than doubled in regard to Cambodia, while it increased 
by 70 per cent with respect to Viet-Nam. The French 
budget also supports the total military expenditure of 
Laos. Owing to the cost of the war effort it could 
hardly be expected that the State budgets would be 
1. All data for 1953 refer to the budget presented at the beginning 

of the year on the basis of the pre-devaluation price level. Owing, 
however, to the devaluation of May 1953 and subsequent price rise, 


it is likly that both revenue and expenditure will substanially 
exceed the budgetary figures. 
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balanced. Except in the case of Laos, strenuous efforts 
have, however, been made to curtail the less essential 
civil expenditures in order to face military commitments 
without having to resort to borrowing from the central 


bank. 


In Cambodia where the value of French military 
supplies exceeds the national defence contribution, the 
budget for 1953 was balanced without resort to borrow- 
ing from the Currency Board. Revenue has been 
increased somewhat through improved tax collection, a 
higher rate of turnover tax, and the national security 
tax, which amounts to a proportionate income tax, has 
been maintained. Despite these efforts, Cambodia has 
been compelled to borrow Pr.50 million from the 
Currency Board in the first five months of 1953. 


Budgetary data for Laos are incomplete since no 
data are available regarding military expenditure, so 
that the size of the total budget is unknown. Civilian 
expenditure showed, however, a remarkable increase 
over the 1952 level. The main item responsible for the 
increase in expenditure is the large-scale investment pro- 
gramme which includes Pr.119 million for new public 
works projects. Expenditures on education and on 
general administration have also risen substantially, 
owing partly to increases in the salaries of government 
employees. It appears that the revenues of the State are 
inadequate to meet even civil expenditure and the Laos 
Government decided to utilize its drawing rights on the 
Currency Board: between February and May 1953 
Pr.180 million were borrowed. 


The budget of the Government of Viet-Nam shows 
a small decline in the deficit between 1952 and 1953, 
thanks to an increase in revenue of over Pr.1,200 million. 
The bulk of the increased revenue is expected from an 
increase in the rate of sales tax from 1 to 3 per cent. 
Since the French contribution to the Vietnamese budget 


has doubled between 1952 and 1953 (including both 
civil and military contributions), it should be adequate 
to cover the whole deficit without further borrowing 
from the reserve funds which had provided an important 
source of financing in 1952. However; this improvement 
in the Vietnamese budget, despite the considerable 
increase in military expenditure, is likely to be illusory, 
since the 1952 budget included “pacification expendi- 
tures” and contributions to the local authorities which 
in 1953 were transferred from the central to the regional 
budgets. In 1953, the deficit of the regional and local 
authorities in Viet-Nam is expected to rise to the 
impressive figure of Pr.1,824 million, ihe bulk being 
incurred in the regional budget of North Viet-Nam and 
reflecting essential military outlays. Thus the increase 
between January and May 1953 of Pr.500 million in the 
amount of Viet-Nam treasury borrowings from the 
Currency Board may well reflect deficits in the budgets 
of regional authorities as well as that of the central 


budget. 


The budgetary position of the States and regional 
authorities was not the only inflationary factor at work: 
account must also be taken of direct expenditures of the 
French forces in the three States. While no data are 
available as to these outlays, the size of the budget of 
the French Ministry for the three States suggests that 
they may have been considerable. Total credits voted 
to that Ministry amounted to Pr.22,600 million in 1952 
and approximately Pr.37,000 million 1953.1 


Although some proportion of this expenditure 
would be incurred in France or in other countries, for 
the purchase of military equipment, including deliveries 
of military supplies to the national armies, the remainder 
is nevertheless far greater than the total budgetary 
deficits for the States and regional authorities. 

1. French franes converted into piastres for ready comparison: for 


1953, 5/12 of the total are converted at the rate of 17: 
rest at the rate of 10:1. i 


TABLE 12 
CAMBODIA, LAOS AND VIET-NAM: BUDGET 


Million Pr. 


Cambodia Laos Viet-Nam 

1952 1953 1952 1953 1952 5 1953 

Perendltue ipa ees, .giew ap” ok ether ok 1,246 1,687 313 | 481 4,602a 5,763. 
Nitro ill hla. (See, hey ee eed 545 971 B74 b 2,459 4,091 
INfeqitesated! Cfosatoaboialyy Gy a 353° 457° = = 1,765 2,906 
mieyavelay, (cloyaleoleybolerN oe be nin Ul en 192 514 x | or 694 1,185 
Civil Ou R seca aie Niue MR et ee eG 701 716 313 481 2,143e 1.671 
RSVONUCMEe a: Era tay 8s... 0 Uae. 9 eke eR, 1,041 1,290 238 263 3,029 4,241 
DOHC Mur am NRG at Abs) hot) cece AOL een O | 205 514 ee <a 1,573 1,522 

Recovered by drawing on Reserve Fund .. .. 13 -- — | = 815 

Contributions ae TOS ME ee Roper oboe ar. 192 514 oe ° 758 l dhe 


Source: Information supplied by governments. 


a. Including Pr.1,000 million for civil expenditure (pacification and 
subsidies to regional budgets); this item is deleted in 1953 budget 
and transferred to 1953 regional budgets. 


b. Military expenditure in Laos pees entirely by France 

Including expenditure for local defence and protectio 

installaticns. n of important 

d. Mainly French subsidies for military expenditure ¢ : 
and Viet-Nam. or Cambodia 
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In view of these facts, the increase in currency in 
circulation which amounted to Pr.390 million only in 
1952 (or 5.3 per cent of the note issue outstanding) 
appears rather modest, as also does the more rapid rise 


of Pr.450 million in the first five months of 1953. 


French expenditure, however, although it generates 
purchasing power, also provides foreign exchange that 
permits its absorption through imports. Thus it increases 
pressure on domestic supplies and prices only to the 
extent that the demand it generates is directed to 
domestically produced goods. 


In fact, the tremendous import surplus, which has 
‘heen mentioned above, has been the main factor making 
‘for the measure of monetary stability experienced in 
ithe three States. Since the French franc holdings of 
‘the Currency Board have been rising only slowly, it 
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would appear that inflationary forces have worked them- 
selves out through the foreign account: to the extent 
that French goods were supplied, the main inflationary 
force would thus have been shifted back to France. 


American aid was also a factor of some significance, 
since, at the official rates of exchange, it amounted to 
Pr.500 million in 1952 and approximately Pr.800 million 
in 1953. Its importance however lay less in the fiscal 
field where its counterpart funds provided no more 
than a book-keeping device for financing budget deficits, 
than in the programmes of rehabilitation which imports 
of equipment, raw materials, fertilizers and other goods 
have made possible. American aid to France has also 
been an important factor in making it possible for that 
country to shoulder its financial burden in the war effort 
and to contribute to the creation of national armies in 
the three States. 


Chapter 7. 
CEYLON 


The post-war economic policy of the government 
has been determined as much by social as by economic 
considerations. In its essentials it was based on the 
First Six-Year Plan, brought into operation in 1947. 
The plan called for subsantial outlays on social capital, 
as well as for the improvement and expansion of basic 
export industries and the development of new industrial 
and agricultural enterprises. 


The progress of the plan, though never entirely 
satisfactory, benefited from the Korean war boom, during 
which gross domestic fixed investment reached new high 
levels; during 1951 it absorbed over 11 per cent of 
gross national product, double its share in 1947. How- 
ever, after the peak of the boom was past, budget deficits 
increased and high levels of expenditure led to a balance 
of payments deficit. Since the beginning of 1952 the 
fall in reserves has been a disquieting element in the 
economic situation. 


EXTERNAL TRADE AND PAYMENTS 


The deterioration of the external position is 
strikingly displayed in the rapid fall in external reserves 
during 1952 and 1953, and the appearance of a balance 
of payments deficit on current account in which the 
trade balance was a determining factor. At the end 
of January 1952 the reserves stood at Rs. 1,209 million; 
at the end of August 1953 they were only Rs. 669 million, 
an average monthly decrease of over Rs. 28 million. 
The rate of fall slackened somewhat as the reserves fell, 
and there were even small increases in January and 
February 1953. But these did not herald a reversal 
of the trend, for the fall was resumed in succeeding 
months and in November was still continuing. Never- 
theless, the reserves are still comfortably above the level 
of Rs. 450 million which the International Bank for 
Reconstruction apd Development Mission, reporting in 
June 1952, regarded as a satisfactory working balance. 


During and after the boom the government followed 
a policy, based partly on social considerations, of 
stabilizing prices and wages by relaxing import controls 
and increasing subsidies on food imports. But the value 
and volume of imports tended to keep up in face of 
falling export yield, and in 1952, in view of falling 
foreign exchange reserves, the liberal import policy was 
partially abandoned; exchange restrictions were tightened 


and subsidies limited. In 1953 the reserves continued to 
decline in spite of some improvement in the terms of 
trade, and the reversal of policy has proceeded further; 
subsidies on food have been cut off entirely, and some 
import duties increased. 


Chart 13 
CEYLON: VALUE OF IMPORTS AND EXPORTS 
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Exports 


The variations in the volume and unit value of 
total exports and their underlying trend conceal some 
diversity of movement as regards the main export 
commodities which are significant for Ceylon’s export 
prospects; rubber in particular has shown serious price 
instability which makes it the least reliable of the major 
exports. 
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CHAPTER 7. 


Tea, which accounted for rather more than 50 per 
cent of the value of domestic exports in 1952, did not 
share to any perceptible extent the increase in general 
» demand which accompanied the Korean war boom, and 

has displayed considerable variations of export volume 
overlying a trend which seems to be rising slightly. 
Rubber, accounting for 26 per cent of the value of 
domestic exports in 1952, after the initial spurt which 
worked itself out in the early part of 1951, has also 
shown considerable variations in export volume without 
any perceptible trend either way; however, these varia- 
tions have hardly been larger than in the case of tea. 
But coconut products—of which the most significant 
are desiccated coconut (a foodstuff) and coconut oil 
{an industrial raw material)—which together accounted 
for 14 per cent! of the value of domestic exports in 
1952—have displayed a different pattern of export 
volume. There was some falling off in the early part 
of 1951, but thereafter exports rose and reached a peak 
in the third quarter of 1952, subsequently declining 
sharply, reaching the level of the 1951 trough during 
the first quarter of 1953. 


Price movements, on the other hand, have showa 
common tendencies (see chart 14). The export 
prices of the three main export commodities fell 
fairly steadily after reaching peaks in 1950 or 
early 1951, and began to recover in 1952. The 
first to show an upward movement was tea, followed 
by coconut products; rubber was the last to show 
a recovery. Moreover, the extent to which the 
price fall had been recovered was greatest for tea, 
less for coconut products, and least for rubber. In 
1953 prices tended to level off rather higher than the 
lowest prices of 1952, but well below the boom peaks. 
There is no substantial evidence that price declines have 
reduced the volume of exports of any of the three commo- 
dities since the early part of 1951, and indeed there has 
been an inverse relation between price and export volume 
in the case of coconut products. However, all three 
commodities have contributed to the export price fall 
which has been the major factor in the adverse move- 
ment in the terms of trade, with the price fall 
for tea substantially smaller than for the other major 
products, the fall to the 1952 trough being about 25 
per cent from the highest price of 1951; in the case 
of rubber and coconut products the corresponding fall 
was around 50 per cent. 


Imports 


The unit value of imports reached a peak in 1952 
and from the fourth quarter of that year has tended 
to decline. Their volume also reached a peak in 1952 
and declined somewhat in 1953. These movements, 
together with improving volume of exports and rising 
export prices, reduced the adverse balance of trade in 


1. If exports of fresh coconut are included then the share is 16 per 
cent. 
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the first six months of 1953 to Rs. 33 million compared 
with Rs. 68 million in the first half of 1952. If the 
budget were balanced the volume of purchasing power 
in the Ceylon economy would tend to be controlled by 
changes in the level of export earnings—production for 
export accounted for rather more than one third of 
gross national product in 1951—and would be followed 
after an elapse of some months by a change in the 
demand for imports, more than 90 per cent of which 
consist of food and other consumer goods. However, 
in 1951, 1952 and 1953, subsidies on imported food and 
the effects of the budget deficit prevented any immediate 
reaction on imports when the value of exports fell. In 
1952 food imports cost Rs. 767 million—45 per cent of 
total imports—and rice cost Rs. 329 million, nearly 43 
per cent of the food bill. The subsidy paid by the 
government on rationed rice amounted to Rs. 234 
million in 1952, over 70 per cent of the import cost, and 
imported flour was also subsidized. 


The import policy which was announced in August 
1952 is, according to the budget speech, to be continued. 
The policy applied restrictions to non-essential imports 
from the dollar area and the non-sterling European 
Payments Union (EPU) countries on account of the 
deterioration of the sterling area balance of payments 
with these two groups of countries, the decline in the 
central sterling area gold and dollar reserves, and 
Ceylon’s own balance of payments difficulties. This 
policy by itself probably had little effect on the volume 
of imports, since alternative sources for most of the 
commodities concerned could be found. 


Pattern of trade 


There has been a striking change in the volume 
of trade with mainland China consequent on the trade 
agreements signed on 5 October and 17 December 1952. 


44, ECONOMIC SURVEY OF ASIA AND THE FAR EAST, 1953 


The first of these was a temporary arrangement designed 
to meet the serious shortage of rice which faced the 
Ceylor Government; the second provided that Ceylon 
should sell 50,000 tons of sheet rubber to mainland 
China per year at annually agreed prices, and should 
receive 270,000 tons of rice per year—more than a third 
of total consumption requirements. As a result, main- 
land China has become Ceylon’s second trading partner 
after the United Kingdom. Ceylon now has a market 
for sheet rubber which is replacing crepe in its produc- 
tion, and the prices in the trade with mainland China 
are more favourable than world prices, both for rubber 
and rice. Moreover, it was announced in October 1953 
that prices for both Burmese and Chinese rice in 1954 
would be substantially lower than in 1953. Ceylon will 
receive 270,000 tons of rice in 1954 from mainland 
China, and a minimum of 200,000 tons from Burma. 
The stock position of rice is now good; at the end of 
October the government held 120,000 tons, equal to 
three months’ requirements, and announced its intention 
of exporting 50,000 to 80,000 tons. 


TABLE 13 


CEYLON: PERCENTAGE DISTRIBUTION OF 
TRADE BETWEEN COUNTRIES OF ORIGIN 
AND DESTINATION 


1953 
1950 1951 1952 louSeg 

OOS oo on Ga oe 100.0 100.0 100.0 100.0 
United Kingdom... .. 19:7 219 22.4 22.6 
China (mainland only) 0.2 0.3 1.9 13. 
United States ae 3.0 5.3 8.8 3.5 
NIST CtliClme aie cuits nrell 6.9 79 1S 11.6 
Incic@emec os a os 15.5 12.0 12.4 122 
@thers#ire tse) eo 54.6 52.6 47.2 37.0 
Exports (Domestic) .. 100.0 100.0 100.0 100.0 
United Kingdom .. .. 24.5 O2ek 29.4 26.0 
China (mainland only) = —- 8.8 15.4 
United States .. .. 22.3 10.9 ileal 8.8 
Nis trctliCymmaaremusien ters 7.6 WEP 6.4 9.1 
India Ie” Dosa: 1.9 2.6 AS) 3.0 
Othexssn.e ys rere es 43.7 47.2 41.8 37.6 


Source: H.M. Customs, Colombo. 


The government is making an effort to increase 
the share of foreign trade in the hands of Ceylonese 
nationals and Ceylon-registered companies. Trade with 
mainland China is now confined almost entirely to 
Ceylonese nationals. Trade under an agreement with 
Yugoslavia, signed in July 1953, is to be done through 
Ceylonese firms as far as possible though trade so far 
has been small. A commercial centre in Colombo is to 
be established for Ceylonese businessmen, and the regis- 
tration of Ceylonese traders is to be tightened up in 
an effort to weed out those who are inefficient. 


PRODUCTION AND DEVELOPMENT 


Early in 1953 the government set up a planning 
committee and a planning secretariat, in accordance with 


the recommendations! of a mission of the International 
Bank for Reconstruction and Development (IBRD), to 
deal with economic development. Two plans already 
existed for Ceylon. The first, the Six-Year Plan pro- 
posed in 1946, was to be completed in September 1953. 
The formulation of this plan was rather loose, 1t being 
little more than a set of departmental proposals, and its 
main interest lies in the priorities which it laid down. 
The second, the Ceylon section of the Colombo Plan, 
was prepared under the assumption of freely available 
internal and external financial resources, and therefore 
is much larger than the available resources allow. The 
intention at present it to spend about Rs. 1,500 million 
on development projects, no specific period being fixed. 
It is expected that development expenditure will approxi- 
mate Rs. 300 million per year. 


The problems which face the government and the 
planning secretariat arise from two main factors: the 
rapid growth of population, and great dependence on 
three main export crops. Development in agriculture 
will therefore be directed towards raising efficiency of 
production, raising its quality—which in itself may help 
to stabilize sales—and diversifying production. Depen- 
dence on exports may also be reduced by increases in 
food production at home, and that was stressed in the 


Six-Year Plan. 


The population problem is partly one of providing 
work for a growing labour force, and partly one of 
increasing per capita incomes in spite of the growth of 
numbers. Although there is at present some under- 
employment and seasonal unemployment, the problem 
is for the future rather than the present. However, the 
means now open for extending employment, such as the 
colonization of newly irrigated land in the dry regions 
of the island, are unlikely to be completely effective, and 
the solution may lie rather in an extension of industry. 


Industrial development in Ceylon must be based 
on rather limited natural resources. There is no coal 
or oil in the island, and hydro-electric generation must 
provide the main source of power. The two most 
promising fields of industrialization are in processing 
export crops and producing consumer goods. Produc- 
tion of cement, some chemicals, and light machinery 
could also be increased, though the internal market is 
limited and competition from outside strong. The diver- 
sification of agricultural production might well be linked 
with growing processing and preserving industries in 
Ceylon, and improved quality control of exports. It 
has been suggested that cacao, which can be interplanted 
with rubber, might be grown and processed, and that 
increased dairying might lead to larger home and export 
markets for processed and preserved foods, 


1. The Economie Development of Ceylon, Report by th : 
Bank for Reconstruction and Development Mission, poternational 
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These questions were considered in detail by the 
IBRD mission which reported in June 1952. The 
mission believed that first priority must be given to 
the development of agriculture, since that would be the 
main source of foreign exchange required for any future 
development programme; second would come the im- 
provement and extension of the transport system; then 
ithe development of new sources of electric power and 
\provision of a distribution network, then health and 
education and, finally, industry. These priorities were 
'for six years from 1953 to 1959 only, and they reflect 
‘the opinion of the mission that in spite of its long- 
»term importance industrialization must proceed cau- 
‘tiously, its development being in small units in which 
experience can be gained, rather than in large units 
which might initially not be successful. 


| Since many of the policies recommended were 
already being pursued by the Ceylon Government, the 
mission was mostly concerned with their intensification 
-or confirmation. On the other hand, there are some 
- recommendations which at the time the mission reported 
/were contrary to governmen policy; for example, it 


was recommended that certain irrigation schemes should 
be dropped; that food subsidies should be eliminated 
and that additional financial responsibilities and powers 
should be delegated to local authorities. 


Since the end of the war gross fixed capital forma- 
tion has been expanding, both in value and as a share 
of gross national product; in 1951 the proportion was 
about 11 per cent. Moreover, the share of imported 
goods in capital formation has been decreasing, and 
the upshot of the report of the IBRD mission is that 
development under the original Six-Year Plan has 
generally been in the right direction, although some of 
the policies already followed might have been pursued 
more vigorously. In the original plan, priorities between 
the various lines of development were hardly dis- 
tinguished sharply enough, and experience now suggests 
some modifications. The broad effect of the budget 
proposals in 1953 is in accord with these conclusions, 
for more attention is to be given to considerations of 
development. Moreover, some of the more detailed 
recommendations of the Mission are already being put 
into practice particularly as regards development of 
agricultural production for export and rationalization of 
the programme for industry. 


Agriculture 


Agricultural production is higher than pre-war even 
though it deceased by 4 per cent in 1952/53, falling 
nearly to the average level of 1948-50. However, crop 
yields were not uniformly down; rubber production 
decreased by 10 per cent, and tea production by 3 per 
cent, whereas rice production remained substantially 
unchanged and copra production increased by 7 per cent. 
Rice production was still somewhat below the pre-war 
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level, in spite of the incentive of prices even higher than 
the current guaranteed prices, but other crops exceeded 
pre-war levels, sometimes substantially. 


Land development has fallen somewhat behind the 
rate set in the Six-Year Plan, and 64,700 acres had been 
developed by the end of 1952, against a figure for the 
plan period, ending in 1953, of 131,000 acres. The 
expense of settlement is being reduced by providing 
settlers with less land, a smaller subsidy and a smaller 
house than before. 


About 10 per cent, 65,000 acres, of the area at 
present planted to rubber is to be rehabilitated during 
the next five years, funds being provided from a levy 
on exports of sheet rubber, at first of 10 Ceylon cents 
per lb. but later reduced to 9 cents per lb. The grant 
of subsidy, which will vary from Rs. 700 per acre for 
large estates to Rs. 1,000 per acre for small holdings, 
will depend upon the suitability of the land and supply 
of suitable planting materials, for whith both the govern- 
ment and the larger estates are establishing nurseries. 
At present high-yielding strains occupy only about one- 
sixth of rubber land. 


Industry 


Government industry: It is expected that electricity 
supply, both generating capacity and the distributing 
system, will be expanded in 1954, permitting greater 
use of electric power in the tea and rubber areas. 


Some other government enterprises have been 
extended or re-organized during the year, and factories 
producing paper, vegetable oil, DDT, caustic soda and 
chlorine, and ceramics are scheduled to begin operating 
by the end 1954, their capital cost being about Rs. 60 
million. The government glass factory was closed down 


in February 1953. 


Total cement requirements are about 130,000 tons 
per year, of which 60,000 have been supplied by the 
government-owned factory. Machinery to increase this 
figure to 95,000 tons is being installed, and the erection 
of a second kiln, which would double capacity, is under 
consideration. Various measures have been taken to 
improve the efficiency of production. 


Production of plywood has been hampered by 
uncertain supply of timber, and highly competitive 
imports of tea chests from Japan. The factory is being 
re-organized to reduce costs and improve quality, and 
since March 1952 importers have been obliged to pur- 
chase domestically-produced chests in the ratio of one 
to every five imported. 


Uncertain supplies of hides and skins have hampered 
the operation of the government tannery, and the factory 
is being re-organized and further mechanized. 
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Private industry: In 1952 there was a general 
moderate expansion in many of the small industries 
supplying consumer goods; textile manufacture, which 
is in competition with a much larger import trade, 
showed a sharp expansion, but has since declined; the 
government assists a number of industries by cancelling 
or reducing import duty on supplies and equipment 
imported for their use, prohibiting the export of raw 
materials they require or the import of competitive 
goods, granting loans for industrial purposes, and apply- 
ing the Industrial Products Act to prescribe ratios of 
home to imported goods which importers must purchase. 
Nevertheless, loans by the Agricultural and Industrial 
Credit Corporation between October 1952 and June 
1953 for industrial purposes amounted to less than Rs. 
2 million, while loans for agricultural purposes were 
more than twice that amount. 


BUDGET POLICY 


The remarkable internal stability of the economy as 
regards credit, money, and prices since the initial burst 
of activity accompanying the first phases of the Korean 
war boom has largely been secured at the expense of 
foreign reserves. With the budget of 1953/54 policy 
has come down more sharply on the side of external 
equilibrium than in any of the immediately preceding 
years. 


In 1950, in spite of rising export prices and levels 
of activity, fiscal policy did not close the gap between 
revenue and expenditures, and it was only in March 
1951 that export duties were raised to divert a further 
part of export profits directly to the government. 
Although by then prices were already showing signs of 
weakening, over the calendar year 1951 the revenue and 
expenditure were substantially in balance. Expenditure 
was not reduced; the improvement was due to improved 
revenue collections, and particularly to the increased 
yield of export duties. This balance, though temporary, 
allowed some conversion of government short-term 
borrowing to long-term and also permitted the Central 
Bank to use open-market operations as a_ stabilizing 
measure. 


But the fiscal year 1951/52 ended in September 
with the heavy deficit! of Rs. 257 million, indicating 
that the measures taken in 1951 to increase revenues 
would no longer suffice to meet rapidly-growing 
expenditure, which in 1951/52 included nearly Rs. 250 
million on food subsidies. The reaction of this situation 
on the foreign balances was dealt with directly by 
restrictions on payments and by re-introducing some 
import restrictions, and indirectly by fiscal measures in 
the budget itself. These included a limitation of sub- 
sidies to Rs. 161 million in the fiscal year 1952/53, an 
increase in the price of sugar, a 10 per cent surcharge 


1. See infra, special 5 5 i c “Nt ¥ 
Poona pecial tables and notes in section on ‘Asian Economie 


a 10 per cent surcharge o 


personal and corporate income taxes, and doubling the 
betting tax. Guaranteed prices were raised for locall 
produced foodstuffs in an attempt to reduce the nee 
for imports, all the more important since the sale o 
imported rice outside the ration ceased in the middle o 
1952, and home-grown rice was rising in price. But b 
the end of 1952 it was already apparent that the 
measures had failed, and the drain on the foreign 
reserves would continue. The effects of the continuing 
budget deficit on private spending, coupled with the 
policy of price stabilization, were at the root of the 
fall in reserves. 


on some import duties, 


During the first six months of 1953 there was 
little indication that current policies would lead to the 
elimination of this drain by putting an end to govern- 
ment borrowing from the Central Bank, and producing 
a parallel readjusttment in the private sector. However, 
the new budget represents a substantial change of policy, 
even though the subsequent reduction in the selling 
price of rationed rice has somewhat softened its impact. 


The 1953/54 budget is designed to eliminate the 
net cash operating deficit and the borrowing from the 
banking system which has reacted so strongly on the 
balance of payments. This involves the elimination of 
food subsidies, which had been restricted to Rs. 161 
million in the previous budget, after having reached a 
peak of Rs. 239 million in 1951/52. There is still a 
subsidy element in the prices of both rice and flour—- 
for the latter, prices are unaltered, but the loss will be 
covered by profits upon sales of sugar, and no net 
charge will fall on the budget.2 Free meals for school 
children have been discontinued. allowing a saving of 
Rs. 10 million annually. The direct effect of these 
measures on imports of food may be small, but the 
influence of real income reductions resulting from the 
price changes may react substantially on other imports 
after a while. 


The budget proposals will reduce the net expendi- 
ture of government from Rs. 1,047 million in 1952/53 
to Rs. 905 million in 1953/54, the bulk of the cut beins 
due to the abolition of subsidies. Investment. inchudiaal 
loans and advances, remains about the same as . 
1952/53—in the region of Rs. 280 million, though this 
is much higher than in 1948/49, before the Korver 
war boom, when the figure was Rs. 159 million. The 
proposed share of investment has also risen, from 25 
per cent in 1948/49 to nearly 30 per cent in 1953/54 
Expenditure on social services is not reduced, and . 
fact will increase by about Rs. 24 million, or 10 per cent 

) 


over 1952/53. Apart from subsidies, the largest pro- 


This situation has a bearing on the decision to e 
surplus |stock of rice. Were it to be sold on t¢ 
profits on sales of sugar would be insufficient 

rice. Moreover one of the results of price and 
that the government is being offered, and is ob 
guaranteed price, greater amounts of home- 
the free market is no longer so profitable, 


nm 


pert the current 
€ ration instead, 
to meet losses on 
rele changes is 
fed to buy at 

8rown rice, for ee 
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portionate cut in expenditure will be in contributions to 
local governments, which are to be reduced by nearly a 
quarter, or Rs. 7 million. 


In spite of the reduction in expenditure, existing 
sources of revenues are not expected to be able to balance 
the budget, since falling export prices and falling activity 
‘generally will reduce revenue. The total deficiency, on 
‘existing sources of revenue, is Rs. 152 million. This 
will partly be covered from new sources of revenue, 
including increases in import duties (Rs. 17 million), 
in post and telegraph rates (Rs. 7 million), in railway 
fares (Rs. 10 million), in electricity rates (Rs. 3 million) 
and in tax on Ceylon tobacco leaf (Rs. 9 million); the 
government has also decided to sell its stock of scrap 
iron and a quantity of ilmenite ore, which together will 
realise about Rs. 15 million. By these measures, and by 
‘an increase in personal and company income tax yield- 
ing Rs. 24 million, it is expected to gain Rs. 82 million 
in all, covering rather more than half of the revenue 
egap. 


Export duties which have been subject to criticism, 
sare to be maintained, and are expected to yield nearly 
sas much as in 1952/53, and even a slightly larger pro- 
portionate share of revenue. At the end of October it 
swas decided that the sliding scale of duty on tea should 
be replaced by a fixed duty of 45 Ceylon cents per lb., 
on the ground that shippers had been taking advantage 
of duty changes in ways which involved a loss of 
revenue. The sliding scale of duties on coconut products 
has also been replaced by a schedule of fixed duties. 


These measures still leave Rs. 66.4 million of 
expenditure uncovered, and it is hoped to borrow the 
sums required without recourse to the banking system. 
A short-term and a medium-term loan were offered in 
ithe market on 1 August totalling together Rs. 80 million, 
{but this was at least partly a conversion operation which 
took up some short-term debt. Negotiations are also 
in progress with the International Bank for Reconstruc- 
‘tion and Development by which it is hoped to cover 
ithe external costs of the electrical development for 
which no provision has been made in the budget. 
Attempts are also to be made to raise a loan in the 
[London money market. 


DOMESTIC PRICES, MONEY AND CREDIT 


Movements in export earnings and export prices 
followed by reactions on internal activity, demand, and 
prices, underlie the main developments in the cost of 
living, the volume of money supply, and the extension 
of credit by the banks. Government policy has had 
only an offsetting or modifying effect over most of the 
period since the Korean war boom. 


The first effects of the boom—superimposed on 
those arising from the devaluation of 1949—were a sharp 
rise in export prices, in incomes,, and in the cost of 
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living. This last was due to the rise in prices of goods 
which were exported as well as consumed at home. The 
benefits of income increase were rather unevenly spread, 
and some classes of workers not in the export indus- 
tries actually suffered a reduction in real incomes, even 
though the country as a whole was better off. 


Government reactions to the boom were confined in 
1950 to an increase in subsidy payments on imported 
flour and rice. Only in March 1951 were export duties 
increased, and the first seven months of 1951 had passed 
before the policy of import decontrol had been pushed 
to its conclusion. 


On the monetary side an expansion of money 
supply took place in step with the increase in commer- 
cial activity, but also because of the government’s own 
borrowing, reaching a peak in April and May 1951 and 
thereafter declining. At first the government regarded 
the situation as inflationary and encouraged the commer- 
cial banks to hold balances abroad rather than to 
repartriate and monetize them and also asked the banks 
to restrict credit for the purchase of estates from foreign 
owners. However, it appears that the expansion in 
money supply was not out of accord with the increase 
in activity; the increase in private credit was essentially 
non-speculative, though it continued after the peak in 
exports was past because the peak in value of imports 
was not reached until 1952. 


The reactions on the balance of payments are worth 
noting. In the third and fourth quarters of 1950 and the 
first quarter of 1951, the balance of payments on current 
account was in surplus, and the surplus was growing. 
This corresponds to a period when government expendi- 
ture was greater than income, but private expenditure 
much less. Thereafter, during 1951, government revenues 
and expenditures were more closely balanced and the 
government accounts only began again to go into deficit 
in 1952, but in the second quarter of 1951 the balance 
of payments surplus on current account disappeared, 
suggesting that private expenditure had expanded relative 
to income. In 1952 the balance of payments showed a 
deficit larger than that in the government’s accounts. 
Thus in 1950 total expenditure by the private sector 
was much less than income, but in 1951 total private 
expenditure was increasing, and in 1952 both the govern- 
ment and the private sector were spending in excess of 
income for most of the year. 


In December 1951 the government judged that the 
inflationary phase was over and took measures to 
repatriate foreign balances held by the commercial 
banks. A disappointing feature of the whole period has 
been the upwillingness to lend or borrow for industrial 
enterprise. This was as much the case when demand 
and incomes were rising as when they were falling, 
and the government policy of encouragement had had 


little or no effect. 
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During 1952 and early 1953 domestic prices on 
the whole were fairly stable: in June 1953 the Central 
Bank index of real wages was at about the same level 
as in December 1951, and rather lower than in December 
1950, although during 1951 the influence of falling 
prices in the export sector on the cost of living had 
largely been offset by rising prices for both imported 
and domestically produced goods. Meanwhile, money 
supply fell slightly in spite of the budget deficit, and so 
did commercial banks’ credit to the private sectors. 


In 1953 money supply continued to fall slightly, 
but it was only in July that a major step, the abolition 
of food subsidies and increase in taxation, was taken 
to reduce the purchasing power available to the public. 
It is as yet too early to assess their total effect on prices, 
money supply and credit, but the immediate reaction of 
the removal of subsidies is fairly clear. 


The retail price of imported rice rose from 25 to 
70 Ceylon centres per measure, and the ration was 
increased. At the same time Ceylon-grown rice sold 
off the ration fell to 86 cents per measure—it had stood 
at over 120 cents per measure during the first quarter 
of the year, the net result being a 4 per cent increase in 
the cost of living. This steep increase was, however, 
partly offset in October by a reduction in the price 
of rationed rice to 55 cents per measure, following the 
conclusion of agreements to purchase rice from Burma 
and mainland China at reduced prices. Ceylor-grown 
rice continues to be sold at 86 cents per measure. 


Chart 16 
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The changes since June in rice prices will 
lead to an increase of less than 2 per cent in 
the cost of living. But wages in industries covered 
by Wages Board Legislation are linked to the cost 
of living index, and therefore the net effect on 
real wages in the rise in prices will be smaller. 
Among the industries covered are tea, rubber, and 
coconut growing, tea and rubber export, coconut manu- 
facture, and building and engineering. The cost of 
increased wages in these industries will initially be 
borne by the employers, and it may be estimated that 
it would result in an increase of 2 Ceylon cents in the 
cost of porduction per lb. of tea (about 1 per cent of 
market price), and less than 1 cent per lb. of rubber 


(less than 1 per cent of market price). For rubber 


far less important than the reduc- 


producers this factor is 
bber agree- 


tion of prices foreshadowed in the rice-ru 
ment with mainland China. The incomes of domestic 
rice producers will also be reduced, because of the fall 


in price for their product. 


The slightly downward trend of money supply, con- 
tinuing into 1953, has largely been determined by two 
contrary factors—the gradual fall in export earnings 
from the high levels of early 1951, with the consequent 
loss of reserves, and the counteracting government deficit, 
met in part by borrowing from the Central Bank and by 
running down government cash balances. There has 
been only a moderate expansion of demand for credit 
from the private sector. Nevertheless, interest rates have 
shown an upward tendency and concurrently with the 
presentation of the budget in July 1953 the rate for 
central bank advances to the commercial banks was 
raised from 23 to 3 per cent to bring it into line with 
other market rates. This was the first change since 
August 1950, and it reflects a general upward revision 
of the structure. 


The policies followed between 1950 and 1952 
achieved a major objective in helping to maintain and 
even to increase real incomes. But they also involved, 
in the particular context of boom and recession, large 
government expenditures on food subsidies, and a 
demand for imports in excess of what could be supported 
by export earnings. And investment by the private 
sector in manufacturing enterprises has substantially 
failed in quite favourable circumstances. It is against 
these considerations that the policies of redirection of the 
economy taking shape in 1953 should be judged. 


CONCLUSION 


The steady fall in reserves which has been the most 
notable feature in the past two years cannot be attributed 
to any single factor in either private or government 
spending. Nevertheless, falling reserves and an adverse 
balance of payments do indicate that the dual objective 
of maintaining consumption levels and development 
expenditure together is not compatible with a satisfactory 
balance of payments. Either or both could have been 
cut; in fact the government has decided to mainain 
expenditure on development and social services, and to 
cut consumption levels by doing away with food sub- 
sidies and increasing tax rates. The changes in dis- 
posable income will be somewhat unevenly distributed; 
for example, purchasers of rice are affected by the higher 
average price of rice, while producers suffer because the 
price of home-produced rice has fallen sharply. And 
for wage-earners the effect is a fall in real rather than 
in money incomes, since changes in wage rates and the 
link between them and the cost of living index, do not 
entirely compensate for movements in prices, 
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The impact of this change in policy may not show 
self as any substantial reduction in rice imports; the 
affect on imports may be somewhat roundabout, falling 
real incomes and increasing absorption of money 
‘incomes by food purchases being reflected in reduced 
ourchases of other goods. But the pressure on con- 
sumption levels of the new policy—a policy of allowing 
forces formerly working on the foreign reserves now 
o work on real incomes instead—will be softened to 
some extent by current improvements in the terms of 
‘rade, and particularly by the fall in the price of imported 
‘ice resulting from the new agreements with Burma and 
nainland China. 


In spite of the increased tax rates in the new 
vudget, the government is seeking the co-operation of 
orivate investors in maintaining a high level of invest- 
ment. So far private investors have mainly concentrated 
mn building and to a much less extent on agriculture, 
where, however. some investment has taken the form of 
ourchases of estates from foreign owners. It is pro- 
eosed to appoint a commission of enquiry into the tax 
structure as a whole, and meanwhile to offer certain 
‘urther incentives to investment in some branches of 
agriculture and industry. Such measures have had little 
success in the immediate past, but they may help to 
sustain a somewhat timid spirit of enterprise in face of 
‘he present readjustment of expenditure to levels more 
-n keeping with current export earnings. 


New development outside the social and educational 
Seld appears to be taking three main physical forms, all 
-n consonance with the priorities suggested by the Inter- 
1ational Bank for Reconstruction and Development 
Mission in 1952; first, extension of public utilities, 
especially hydro-electric schemes and power trans- 
mission; second, increased agricultural production, 
-ogether with some diversification, based partly on the 
zrowth of better quality and higher-yield plants, and 
sartly on the opening up of the new lands; third, a 
Hiversification of industry, partly for the production of 
consumer goods needed in Ceylon, but also with some 
stress on such products as cement and chemicals which 
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are needed for the support of both agricultural and 
industrial production. All these lines of development 
are satisfactory, both for long-term development and 
in the sense that they are capable of saving or earning 
foreign exchange. However, in the field of industrial 
production, Ceylon has met with some discouraging 
experiences, while in agriculture intensified cultivation 
may run into serious problems of soil conservation. 


Thus much of the outline of development in the 
immediate future is already determined. The questions 
of planning are largely those of adjusting priorities and 
programmes to accord with available financial resources, 
and to mobilize these resources as completely as may he, 


How far it will be possible to make an immediate 
success of a current policy which apparently involves 
increases in investment of both the public and private 
sectors depends essentially upon reactions to the price 
changes consequent on the budget. There is no reason 
to expect a wage price spiral to develop since the effect 
of present measures on real wages is not great and 
cannot be regarded as a serious source of pressure. 
On the other hand, the investment programme depends 
upon a flow of saving from the private sector to cover 
not only investment in the sector, but also the govern- 
ment’s net cash operating deficit. The budget itself 
will result in some reduction of profit margins in pro- 
duction and trade in export commodities, and in the 
case of rubber this reduction will be overshadowed by 
the much larger reduction resulting from lower prices 
for exports to mainland China. While such factors tend 
to reduce the pool of profits from which a large volume 
of private saving must be derived, a return to the policy 
of financing the government deficit by expansion of 
bank credit would destroy the stabilizing effect of the 
present measures. At the best, immediate equilibrium 
is not expected between total incomes and expenditures 
and the foreign reserves are expected to fall nearly to 
the level thought to be a comfortable working balance. 
Thereafter, the development programme wil] have to be 
financed entirely by domestic savings, except as foreign 
aid or loans can be arranged. 


Chapter 8. 
CHINA: Taiwan’ 


INTRODUCTION 


Before 1945 under the Japanese occupation, the 
Taiwan economy was developed to export sugar, rice, 
salt and other primary products in exchange for Japanese 
manufactured goods and fertilizers. The island, which 
suffered severe losses from allied air bombings during 
the war, was returned to the Republic of China late in 
1945. Rehabilitation was slow in the early post-war 
years owing mainly to difficulties in replacing or repair- 
ing damaged plant and to the shortage of fertilizers 
indispensable to the production of rice and sugar. Since 
late 1949, when the National Government of the Republic 
of China removed to the island, development has been 
facilitated by the influx of technical personnel and capital 
equipment from the mainland and by economic aid from 
the United States Government. 


Emphasis has fallen on rice production at the 
expense of sugar, on account of the substantial increase 
in population consequent on migration from the main- 
land and the relatively high price of rice. So by 
1949/50 cereal production was higher than before the 
war, even though total agricultural production was still 
far below the pre-war level in 1951/52. However, 
per capita cereal production in 1951/52 was still much 
lower than before the war. Industrial production has 
more than doubled since 1948, with textiles, electricity 
and fertilizers making the largest advances. 


Inflation, although partly absorbed by a large import 
surplus financed by United States Aid, has continued 
until recently. It was due mainly to the large budget 
deficit resulting from defence expenditure. 


PRODUCTION AND DEVELOPMENT | 
Agricultural production 


Taiwan has 55 per cent of its population engaged 
in agriculture.” The arable land is located mostly along 
the coastal belt of the island. Since the soil is deficient 
in organic matter, agriculture requires the use of chemical 
fertilizers, and the seasonal concentration of rainfalls 
makes irrigation necessary. 


1. For mainland China see article on “Economie developments in 
mainland China, 1949-53", in Heonomic Bulletin for Asia and the 
Far East, vol. 1V, No. 8, November 1953, pp. 17-31. 

2. Excluding the armed forces of over half a million, the total popula- 
tion in 1952 was 8.13 million. 


sugar cane, tea and 


The main export crops are : 
crops are chiefly for 


fruit;? the rice and sweet potato ; : 
domestic consumption, although a small portion of rice 
is exported. Rice and sugar cane are the two major 
crops, rice being grown on 60 per cent of the total 
cultivated area in 1950.4 Sugar exports have accounted 
for between one half and two thirds of total export 


earnings in recent years. 


Agricultural production suffered a great decline 
owing to the war dislocation and shortage of fertilizer 
which used to be imported from Japan.? In 1945 sugar 
cane production was only one third, and rice production 
less than one half, the peak of production in 1938. 


Agricultural rehabilitation and development has 
mainly involved greater use of fertilizers and construc- 
tion or repair of irrigation works. The agrarian form, 
initiated in 1949, has provided incentives towards higher 
production. 


From October 1945 to the end of 1952, 145,420 
metres of dykes were buili® and 63,000 hectares of new 
land irrigated, representing over 7 per cent of the 
total cultivated area (876,100 hectares). In addition, 
irrigation facilities on 238,000 hectares of land were 
repaired. 


Application of chemical fertilizers to rice land, 
accounting for four fifths of all fertilizers used, increased 
nearly five times between 1946 and 1952. The increase 
per hectare during the same period was from 0.13 to 0.46 
ton and was the main cause of the increase in yield 
of paddy per hectare from 1.59 to 1.99 tons. 


The index of cereal production stood at 73 per cent 
of pre-war in 1946/47, exceeded pre-war in 1949/50 and 
was 18 per cent above pre-war in 1951/52. In 1952 
rice production exceeded the pre-1945 peak by ]2 per 
cent. However, per capila cereal production from 
1949/50 to 1951/52 was still about 27 per cent below 


pre-war. 


3. Especially bananas, pineapples and citrus fruits, 
4. Taiwan Agricultural Yearbook, 1951 edition, p, g. 
5. Fertilizer applied to rice fields, amounting to 339 999 oe 

fell to less than 2,000 tons in 1945. During the mate tons in 1938, 


eens >i 
occupation (1895-1945) irrigation works were cone ee ee 
o 


. poet 3 isa. far 
lack of repairs, irrigation facilities on 42 per cent of amare and 
e irrigat- 


ed land (238.000 hectares) were destroyed. 

6. 419,518 metres of dykes were built between jg9 
annual average of dikes built, 8,226 metres, 
average of 20,774 metres built under the Chin 
post-war years. 


5 and 1945, The 
compares with the 
ese Government in 
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Production of sugar cane followed a different 
course. Two thirds of the planted area were reserved 
in 1946 and 1947 for replanting, and production during 
this period was, therefore, reduced below the already low 
level of 1945. In 1948 and 1949, production increased 
sharply, chiefly because of this replanting. Output of 
sugar cane reached a post-war peak of 6.2 million tons 
in 1948/49 which was about 50 per cent higher than 
the 1944/45 level. However, the large output coincided 
with the loss of sugar markets on the mainland and the 
imposition of strict export and exchange control. Sugar 
prices thus fell considerably. Moreover, the large inward 
movement of population from the mainland raised 
demand for and prices of rice substantially while rice 
prices in the world market were also rising. Thus the 
price ratio between sugar and rice fell from 2.4:1 in 
1948 to 0.6:1 in 1949,' and a part of land under sugar 
cane plantation tended to be shifted to rice production. 
The area under sugar fell considerably in 1950/51 and 
output was only a little more than one half of that in 


1948/49. 


In order to keep the income of sugar cane growers 
from falling drastically and to maintain foreign exchange 
earnings, the government guaranteed a minimum price 
ratio of 1:1 between sugar and rice, any difference being 
made up by subsidy. No subsidy was necessary in 
1950/51, and rising prices caused by the Korean war 
boom led to larger planting so that the area under sugar 
cane was 20 per cent above that in the previous year. 
Output also increased, though still remaining below the 
1948/49 peak. From early 1952, rice prices rose rapidly 
while sugar prices fell again and the government was 
obliged to pay subsidies to sugar cane growers. Since 
1 December 1953, the fixed ratio of 1:1 has been dis- 
continued and replaced by a price-guarantee to the sugar 
cane farmers.” 

1. Market price ratio for unit weights of second grade sugar and 
white rice. See K. Y. Yin, “Price ratio between rice and sugar in 


Taiwan”, in My View of the Taiwan Economy (in Chinese), 
pp. 53-54. ; 

29. Farmers are guaranteed a price for sugar cane equivalent to 
NT$1,400 per ton sugar. Any fall of the posted buying prices of 
the Taiwan Sugar Corporation below the guaranteed price is made 
sood by a government subsidy. 
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Owing mainly to the low level of sugar production 
(even the 1948/49 peak was only one half of the pre- 
war peak), which offset the substantial increase in cereal 
production, the index of agricultural production in 


1951/52 was still 11 per cent below its level before the 
war, 


Land reform 


Since 1949 three measures of land reform have 
improved the lot of the farmer and provided incentives 
for increasing agricultural production. 


The first measure, put into operation early in 1949 
and fully applied by the end of 1950, was the reduction 
of rent payments to the landlords to a maximum of 37.5 
per cent of the main crop yield, as compared with 
around 50 per cent previously. When the rent was 
already below the maximum, no increase was permissible. 


While some of the tenant farmers’ income saved by 
rent reduction was spent on food consumption, the 
greater part—69 per cent in the second half of 1949 and 
72 per cent in the first half of 1950—was spent on the 
purchase of fertilizers, cattle, farm implements and 
similar goods. 


Rent reduction also contributed to the fall in the 
price of tenanted land by 33-50 per cent in 1951, as 
compared with 1948. It increased landlords’ willingness 
to dispose of their land, and purchases by tenants totalled 
26,500 hectares up to the end of April 1953. 


- The second measure of reform, put into operation 
in July 1951, was to increase the number of owner- 
farmers by the sale of public farmland. About 176,000 
hectares of public farmland, 20 per cent of the total 
cultivated land, is available at a price of 2.5 times the 
annual yield of the main crops, to be paid in ten annual 
installments. So far 53,000 hectares of land have been 
sold. All revenue from land sale is to be paid into a 
special fund for assisting owner-farmers. 


TABLE 14 
CHINA: AGRICULTURAL PRODUCTION IN TAIWAN 


Thousand tons 


| held 1945 1951 1952 19538 
peak 
485 1,570 1,654 
Niaaee Pe ee: | 1,402 (1938) 639 ih 
1,770 (1937) 1,165 2,022 2,090 2,064 
t wa wa Sr _ ie es “2 — : 
hee ee oe oe ae 12,835 (1938) 4,159 3,585 4,801 8,348 
Tea ord ae a ee 17.2 (1917) 14 10.5 11.6 1.8 
Ernie SUR t) ao. rh oe ie el OG 67 179 


Source: Bureau of Accounting and Statistics, Taiwan Provincial 
Government. 


Note: Figures relate to calendar years excepting those for sugar cane 
which relate to the crop year ending in the year stated, and are 
not strictly comparable with statistics presented in infra, special 
table A, section on “Asian Economic Statistics”’. 


a. Estimated figures, Ministry of Economic Affairs. 
b. Including bananas, pineapples and citrus fruits. 


@ 1937 for bananas, 1939 for pineapples, and 1941 for citrus fruits. 
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The third measure came into force in February 
1953. It prescribes the maximum amount of land on 
lease which may be retained by a land owner. All land 
above the maximum is to be taken over for sale to the 
tenants, on terms the same as those fixed for the sale 
of public farmland. The land owners are to receive 70 
per cent of the compensation in land bonds redeemable 
in kind and 30 per cent in stocks of government- 
operated enterprises. The area of land for sale to tenants 
under this act is estimated to be 162,500 hectares (of 
which 137,000 hectares are paddy land), or 19 per cent 
of the total cultivated land. 


Industrial production 


Under Japanese occupation local industries largely 
processed agricultural products, especially sugar, or 
catered to local demand for coal, power, cement, paper 
and pulp and cigarettes. The island depended upon 
imports from Japan for clothing material and fertilizers. 
When the Government of the Republic of China took 
over the industries in 1945 war damage had drastically 
reduced production to a point varying, in terms of the 
pre-1945 peak, from under 10 per cent for chemical 
fertilizers, sugar, and paper and pulp, to 15 per cent 
for salt, about 30 per cent for cement, coal and clectricity, 
and about 40 per cent for cigarettes.' 


Industrial rehabilitation and development, facilitated 
by external aid, has been rapid and substantial, gaining 
momentum after 1949. A grant of $1.6 million from 
the United Nations Relief and Rehabilitation Administra- 
tion (UNRRA) in 1946-47 helped the Taiwan Cement 
Corporation to get on its feet. The United States 
Government, through its ECA, MSA and FOA pro- 
grammes, has assisted Taiwan industries, particularly 
power, chemical fertilizers, and cotton textiles, in expand- 
ing their capacity and output. Imports of capital goods 
were comparatively large in 1949 and 1951 and govern- 
ment investment has been stepped up since 1952. 


The index of industrial production in the first nine 
months of 1953 was more than double that in 1948. The 


ae The Structure of Taiwan Economy (Bureau of Accounting and 
Statistics, Taiwan Provincial Government. 1953). 


greatest expansion was in the textile industry, production 
in which was negligible before the island was restored 
to Chinese rule; it rose fivefold from 1943 to September 
1953. In several other industries the pre-1945 
peak was surpassed. Thus by 1952, output of elec- 
tricity was 20 per cent higher, that of cigarettes 
doubled, and that of fertilizers four times as high. How- 
ever, production of sugar, salt and paper and pulp was 
still considerably below the pre-1945 peak. 


Most major industries in Taiwan today, except 
cotton textiles, coal, sulphur and tea, are public enter- 
prises. Factories owned by Japanese nationals were 
taken over by the Government of the Republic of China 
at the end of the war, and some of them, including 
printing houses, match and food factories and some 60 
coal mines, were sold to private owners, while the rest 
were grouped under the management of 16 public cor- 
porations.2. Subsequently, 9 more public corporations 
were established.? 


The Four-Year Plan 


Since 1949 the economy of Taiwan has borne the 
strain of supporting the military and civilian administra- 
tion of the central government, alleviated to some extent 
by military and economic aid from the United States 
Government. Despite the increase in domestic product 
supplemented by a sizeable amount of donations from 
abroad, per capita disposable income in 1952 was still 
9 per cent below that in 1937, following a rapid increase 
in population (see table 15). Since United States aid 
may eventually cease, Taiwan has been engaged since 
the beginning of 1953 in a Four-Year Plan for Economie 
Self-Sufficiency, which is directed mainly to increasing 
production of rice, chemical fertilizers and power. 
Economic aid from the United States is still needed, but 
it is thought that it can be gradually reduced and by 
1957 may no longer be necessary. The general co- 
ordination and review of the plan is the responsibility of 
the Economic Stabilization Board established on 1 July 
1953. 


2. These cover petroleum, power, aluminium, ¢ 
: F eee em , » gold an . 
machinery, shipbuilding, cement, salt, alkalies, ae vr 
and pulp. sugar, tobacco and wine, camphor, etc. a P 
3. These cover coal, steel, agricultural chemicals, am i 
= ri , 8, mon 
textiles, tea, pineapples, fishery products and animal huoboaaal 


TABLE 15 


CHINA: ESTIMATES OF NATIONAL INCOME IN TAIWAN 


Million Taiwan yuan at 1937 


prices 

1937 | 1949 1950 195] 1952 

Net domestic product oni ; 717 t a 
Net income from abroad ie 57 = oe 807 
Net national disposable income 724 775 793 854 153 
ltejaysikogatoyes, Geo ontie) Ss ee a a 5.6 dk 7.6 WaT, at 
National disposal income per capita (in 1937 Taiwan yuan) .. 129 | 109 104 11] a} 
Ze a se a 120 


Source: Bureau of Accounting and Statistics, Provincial Government 
of Taiwan. 
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EXTERNAL TRADE AND PAYMENTS 
The importance of United States Aid 


Since the arrival of the National Government, the 
island has experienced considerable trade deficits varying 
between one third and four fifths of total export earnings. 
They have been especially large since 1952, and have 
been financed primarily by United States Aid.! 

Imports financed by United States Aid, accounting 
for less than 40 per cent of value of total imports in 
1952 and about 45 per cent in the first half of 1953, 
consisted principally of chemical fertilizers, foodstuffs 
(beans and peas, wheat flour), raw materials (raw cotton 
and crude petroleum), cotton piece goods, medicines and 
drugs and capital goods. These were essential not only 
for the operation and expansion of agriculture and 
industry but also for the maintenance of the consumption 
level. 


Commercial imports have been strictly controlled in 
order to balance the international accounts. 


Exports 


Exports have increased substantially since 1949, 
with the expansion of production. The major export 
commodities are sugar, rice, fruit, tea, tallow and wax, 
and salt, which together accounted for about 90 per cent 
of the total value of exports during 1950-53. Sugar, 
the most important, accounted for about four fifths of 
the total in 1950. Its share, however, fell to about three 
fifths in 1952, and rice, exports of which were negligible 
in 1949, accounted for 4 per cent in 1950 and as much 
as 15 per cent in 1952 of the total export value. During 
the first ten months of 1953, sugar’s share increased 
moderately, while the share of rice fell considerably to 
only 6 per cent of the total value of exports. 


Sugar exports, amounting to 608,000 tons in 1950, 
fell to a low point of 284,000 tons in 1951, chiefly 
because of the decline in production. The value of 
sugar exports in dollars, however, showed a lower 
proportionate fall, owing to the exceptionally low prices 
of sugar in 1950 and high prices in 1951. Exports of 
sugar rose again to 460,000 tons in 1952 and to an 
estimated total of 800,000 tons in 1953, as production 
increased, and foreign exchange proceeds from sugar 
export also rose. In 1953, despite the fall in world 
sugar prices resulting from over-production, the exchange 
earnings from sugar increased. At the International 
Sugar Conference convened by the United Nations in 
London in July 1953, a five-year international sugar 
agreement effective from 1954 was signed by a majority 
of the nations attending, Taiwan being assigned an 
export quota of 600,000 tons. Only the Cuban quota 
was larger. 


1. In 1950 when United States aid was less than the total trade de- 
ficit, the deficiency was met largely by sales of monetary gold. 
For details, see special table D on “International transactions,” in 
infra, section on Asian Economic Statistics. 
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Rice exports rose from 27,000 tons in 1950 to 
85,000 tons in 1951 and 105,000 tons in 1952, as a 
result of an increase in production. During the first ten 
months of 1953 they fell to barely 28,500 tons. 


During 1952 the government of the Republic of 
China increasingly permitted private traders to surrender 
their export proceeds at the rate of NT$15.55 to the 
dollar as compared with the official rate NT$10.25 to 
the dollar in order to encourage exports. A good many 
public enterprises were also authorized to exchange a 
part or whole of their export proceeds at the higher rate. 
Since January 1953 all export earnings by private traders 
or public enterprises have been exchanged at the higher 
rate, with the notable exception of sugar and rice, for 
which 20 per cent of the proceeds are still sold at the 
official rate. 


PUBLIC FINANCE AND INFLATION 


Although Taiwan was restored to China in 1945, 
the exchange rate between the Taiwan yuan or dollar and 
the fapi on the mainland was adjusted from time to time 
in accordance with market conditions, thus isolating the 
Taiwan dollar from the hyper-inflation on the mainland. 
However, inflation also developed in Taiwan in the early 
post-war years, mainly because of the low level of 
production and the general scarcity of consumer goods. 


In 1949, when the National Government of the 
Republic of China moved to Taiwan, the island was 
faced not only with a new influx of population requiring 
more consumer goods, but also with the need to finance 
a national army and administration in addition to pro- 
vincial and local governments, and a new wave of 
inflation developed. 


The first major step by the government was 
monetary reform in June 1949, which replaced the Taiwan 
dollar by the new Taiwan yuan or dollar at the rate of 
NT$1 = T$40,000 and fixed a maximum limit of note 
issue at NT$ 200 million. This limit, equivalent to $40 
million at the then official rate of exchange of NT$ 5 
to the dollar, was backed by 100 per cent reserve in 
gold and foreign exchange. 


When the new Taiwan dollar was introduced, there 
was in circulation a note issue of T$1,740,000 million, 
equivalent to NT$ 44 million. At the end of 1949, the 
total note issue reached NT$ 198 million, approaching 
the nominal maximum. During 1950-52, the note issue 
further increased, at an average annual rate of about 
50 per cent, and at the end of 1952 it was 3.5 times 
the maximum limit. The rapid increase in note issue 
was mainly due to large borrowing by the National 
Government from the Bank of Taiwan on account of 
large budget deficits, amounting to NT$ 400 million in 
1950, or 40 per cent of the total current revenue. 
Defence expenditure which accounted for three quarters 
of the total current government expenditure in 1950 
was the major cause of the deficit. 
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However, as a result of tax reform, sale of surplus 
goods from the mainland, and sale of bonds and lottery 
tickets, the deficit was reduced in 1951. Meanwhile, 
United States Government Aid increased, financing the 
major part of the deficit since 1951. 

Revenue from transaction and consumption taxes 
(including customs duty), which accounted for about 
one half of the total current revenue, increased consi- 
derably after 1950. A new surtax, the defence surtax, 
collected since 1952 as 30 per cent of the income tax, 
land tax, business tax and many other taxes (excluding 
customs duty and commodity tax), brought in a revenue 
of NT$ 199 million, equal to about 40 per cent of the 
customs duty for the year. 

On the other hand, a substantial credit expansion 
during 1951 and 1952 coupled with the budget deficit 
contributed to monetary expansion which continued in 
spite of large United States aid imports. However, 
owing partly to the considerable increase in domestic 
production and partly to the general stability or even 
the fall in world commodity prices the wholesale price 
index declined slightly and the cost of living index was 
stable from April to November 1952. 

During the first nine months of 1953, monetary 
expansion continued as evidenced by the increase of 
NT$ 318 million in total money supply. As United 
States aid imports exceeded the estimated budget deficit, 
this would indicate a substantial credit expansion. Both 
the indices of wholesale price and the cost of living rose 
by as much as 20 per cent during this period -(see chart 
ae 

In April there was a sharp rise in rice prices,! 
which while partly seasonal, was caused by a number 
of factors including speculative movements following 
the deneutralization announcement by the United States 
Government, and the excessive rainfall in April and May 
which caused the rice harvest in certain parts of the 
island to be delayed. The Provincial Food Bureau 
exerted closer control over surplus rice stocks and distri- 
bution, and resumed rice rationing in several cities in 
May, while reducing the price for rationed rice. Rice 
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prices fell in consequence, but ‘+n October were still 


substantially higher than in March. 
CONCLUSION 


The economic problems of Taiwan arise chiefly 
from the sudden increase of population (which increased 
by some 40 per cent between 1937 and 1952) and from 
the fact that too large a proportion of the labour force 
is occupied in non-productive activities, mainly military. 
Domestic production cannot meet domestic demand for 
consumption and investment without prices rising and 
controls are necessary; considerable foreign aid is stil 
required. Thus, while in 1937 Taiwan invested abroad 
14 per cent of its net domestic product, in 1952 despite 
the receipt from abroad of an amount equivalent to 19 
per cent of its net domestic product, it had still a slightly 
lower per capita income. If United States aid should 
decline in the future, considerable adjustment in the 
economy would be necessary. This adjustment is the 
main objective of the present Four-Year Plan. 

Chart 17 


CHINA: INDEX NUMBERS OF WHOLESALE PRICES AND 
COST OF LIVING IN TAIPEI = Jon-Jun 1950+ 100 
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WHOLESALE PRICES 
ee me wm Rice 
COST OF LIVING 
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she eeeeeeneee 


1950 1951 
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1953 


1. The wholesale price index of first quality rice in Taipei “ 
1950=100) rose from the monthly average of 193 a ken 
in April and 295 in May. F 


TABLE 16 
CHINA: SELECTED INDICATORS OF INFLATION IN TAIWAN 


Million New Tain an yuan 
1950 1951 1952 1953 
ee ; Jan-Sep 
Budgetedelicit scam msc ieee en —526 —452 —799 —S 
Net imports of ECA/MSA/FOA supplies .. 181 500 765 —636" 
Changes in bank loans) AT 45 192 353 vig 
Changes in money supply® .. .. .. .. 386 100 339 3] 
Wholesale price index (Jan-Jun 1950—100)d lll 183 225 at 
Cost of living indev (Jan-Jun 1950—100)4 .. 106 139 179 ue 
el 


Source: Chinese Maintime Customs, Bureau of Accounting and Statis- 
tics of Taiwan Provincial Government, and Bank of Taiwan. 


a. Three quarters of the budgeted deficit for fi Y 
b. All banks except Bank of Taiwan. et al 


c Changes between beginning and end of the years stated: in th 
eres > In e 


case of 1953 the change between September 1959 and Septembe 
september 


1953 is shown. 
d. Average of the period. 


Chapter 9. 
HONG KONG 


INTRODUCTION 


Hong Kong’s economy depends primarily on its 
entrepot trade. With an area of 391 square miles and 
a population of 2.25 million, it ranked fifth in 1950 
among ECAFE countries in total value of trade, those 
with larger trade being China (mainland and Taiwan), 
Japan, India and Malaya. With deep water wharves, 
speed in turning round ships and repairing them, 
excellent storage facilities, low port dues and handling 
charges, and duty-free entry of most goods, it has 
served as an important distributing centre in the trade 
between China, South-East Asian countries and the rest 
of the world. Continuous political stability, excellent 
banking and insurance services and the existence of a 
more or less free exchange market have also facilitated 
its entrepot trade. 


Agriculture is unimportant, as the countryside con- 
sists mainly of mountains and hills and very little of 
it is suitable for cultivation. The colony depends on 
imports for its staple foodstuffs. There exist some light 
industries producing chiefly for export, and accounting 
for about one-quarter of total exports. 


EXTERNAL TRAD2 
Change in the trade level 


The level of trade increased rapidly after the end 
of the war as most of the countries with which it traded 
recovered. However, trade with China (mainland and 
Taiwan), which accounted for about two-fifths of Hong 
Kong’s total trade in pre-war years, recovered much 
more slowly than that with most other countries, chiefly 
because of the internal disturbance and economic dis- 
location in China; it was only about one-fifth of Hong 
Kong’s total trade in early post-war years. 


The total value of trade reached a peak during the 
commodity boom in 1950/51. While the tonnage of 
trade increased considerably in 1950, thus attaining its 
highest level of post-war years, the total value of trade 
reached the peak of HK$ 9,350 million in 1951, as a 
result of a substantial rise in world prices. In 1952, 
both total value and total tonnage of trade decreased 
but the rate of decrease in the former, 30 per cent, was 
greater than that in the latter, reflecting a general fall 
in world prices, especially of raw materials. 


Since late 1952, owing chiefly to the gradual 
depletion of stocks, imports began to increase, but 


exports remained at a low level owing mainly to a 
reduction in purchases by several Asian countries which 
tightened their import control on account of balance of 
payments difficulties. 


The pattern of trade 


Hong Kong’s trade traditionally consists of an 
exchange of raw materials of the Far East with the 
manufactured commodities of Western Europe and North 
America. It is mainly entrepot trade, but a large part 
of cereal imports is for local consumption, while locally 
manufactured textiles and other consumer goods form 
an important part of exports. 


During the post-war years, Hong Kong had a trade 
surplus with ECAFE region excluding Japan, but a trade 
deficit with the rest of the world, with an over-all deficit 
which was partly financed by net receipts from port, 
banking and insurance service. Mainland China, the 
United Kingdom, Japan, the United States and Thailand 
were the major sources of imports and mainland China, 
Indonesia, Malaya and Thailand were the major destina- 
tions of exports. 


With the general decline in total value of trade 
since mid-1952, the direction of trade has changed sub- 
stantially. Both the absolute level and the share of 
trade with China had already declined on account of 
British restrictions and United Nations embargo on 
exports of strategic materials to mainland China and 
counter-embargo and reorientation of trade of the latter.t 
Trade in the early months of 1952 was also affected by 
a “five-antis’2 campaign carried out by the Chinese 
People’s Government among merchants and industrialists, 
during which both imports from and exports to main- 
land China were severely curtailed. ‘Trade with main- 
land China fell from 27 per cent of total trade in 1951 
to 21 per cent during the ten months’ of 1953. 


Trade with the United States also declined consider- 
ably, owing to severe restrictions imposed by the United 
States on imports presumed to be of Chinese origin and 
on exports destined to mainland China. Thus the total 
value of trade with the United States during 1952 


1. See “Economic Developments in mainland China, 1949-53”, 
Economic Bulletin for Asia and the Far East, November, 1953. 

2. The ‘five antis’ or “Wu fan’ is a movement among industrialists 
and traders against (1) hribery of government, workers, (2) tax 
evasion, (3) theft of State property, (4) cheating on government 
contracts, and (5) fraudulent acquisition of economic information 
for private speculation. 
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dropped to about one-third of its 1950 level. 


After 


lengthy negotiation, the list of local manufactures which 
could be shipped or brought by tourists to the United 
States under certification of origin was extended in May 


1953. 


However, value of exports to the United States 


during the first nine months declined further and was 
only one-half that for the corresponding period in 1952. 


showed substantial changes after mid-1951. 


Trade with Japan and other ECAFE countries also 
Imports 


from Japan increased considerably in 1952, while exports 
to Japan fell, resulting in a big trade deficit of HK$ 360 


million, almost double that in 1951. 


This, coupled with 


the adverse balance with Japan of the sterling area as 


a 


restrictions on imports from Japan.! 


whole, made it necessary to impose progressively severe 
As a result, 


imports from Japan dropped by almost one quarter 
during the first half of 1953, and with a doubling in 
exports to Japan, the trade deficit fell to a very small 


amount. 


Import restrictions on Japanese goods were 
9 


therefore, gradually relaxed after April 1953. 


Although total exports decreased considerably in 


1952, Hong Kong’s exports to several ECAFE countries, 
especially Indonesia, Thailand and China (Taiwan only), 


increased considerably. 


Indonesia for the first time 


became Hong Kong’s most important customer, dis- 
placing mainland China, which fell to second place. 
Export to Thailand were three times those in 1951. 
During the first nine months of 1953, however, exports 
to South-East Asian countries declined; the small increase 
in those to Ceylon, India, the States of Indochina and 
the Philippines was more than offset by the large fall in 
those to Malaya, Thailand, Indonesia, Pakistan and 
Burma, owing to the tightening of import control by 
most countries in the latter group. 


There have recently emerged within the colony a 


considerable number of light industries which cater for 


Source: 


a. 


As a first step, re-exports to the sterling area were stopped, then 
licences for cotton textiles were suspended and imports of rayon 
restricted to those for local consumption. Finally, in December 
1952, it became necessary to suspend the import of a number of 
commodities including enamelware, chinaware, toys, lighters and 
bicycle parts. 
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ja i an 
ast Asia in particular, and 


appreciable part of Hong Kong’s exports fo South-Eag 
Asian countries consists of local manufactures, such - 
cotton yarn, textiles, enamelware, torches plastic-ware 
and the like. Accurate figures have recently become 
available for the first time regarding exports of the 
major items of locally produced goods. During 1952, 
the value of such major exports amounted to about 
HK$ 480 million or 17 per cent of total exports of the 
year.2 During the first nine months of 1953, the percen- 
tage was raised to 22.4. Cotton fabrics accounted for a 


quarter of these exports. 


the markets of South-E 


INDUSTRY 


Industry is playing an increasingly important part 


of Hong Kong’s economy. The most spectacular expan- 
sion occurred between 1946 and 1950, when unsettled 
economic and political conditions in the surrounding 
territories led to large-scale investment. especially from 
mainland China, and in the establishment of a large 
number of modern factories. Value of total construc- 
tion including that for factories and godowns reached a 
high level in 1950, and electricity consumption for power 
more than tripled between 1947 and 1950. New invest- 
ment on construction for both factories and godowns 
and for other purposes has continued since 1951 although 
at a much lower rate, and electricity consumption for 
power further increased by more than one half between 


1950 and the first half of 1953. 


At present, there are some 2,000 registered factories, 
mostly for light industry producing a wide variety of 
articles, including textiles, yarn, garments, sugar, rubber 
shoes, plastic-wares, torches, batteries, leather goods, 
toys, rope and canned goods. Among light industries, 
textiles, the most important, includes 13 cotton spinning 
mills with 205,000 spindles, 130 cotton weaving factories 
with 4,000 power looms, and 200 knitting mills, in 
addition to some silk and woollen mills and a consider- 
able number of handlooms. 


2. The total value of all locally manufactured or processed exports 
was in the region of 25 per cent of the value of total exports. 


TABLE 17 


FONG KONG: 


SELECTED PRODUCTION AND INVESTMENT INDICATORS 


; a 
Unit 
Ay milton) 1947 1950 1951 1952 1953 
Industrial consumption of electricity .. KWH 30 100 126 144 en ; 
Returned value of completed new buildings HK$ 111b 79 135 gla 
of which factories and godowns HK$ 16> a | 3 7a 
Government investment HK$ Se 34 42 71 


Hong Kong Government Gazette, Supplement No. 4. 


Annual rate based on available statistics for the first nine months. 


b. First eleven months. 
e. Fiscal year figures based on government bu 


rae dgets F 
United Nations Fiscal Division. S reclassified by 
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The only important heavy industry in Hong Kong 
is ship repair and building. There are two large ship- 
yards which are equipped with up-to-date machinery 
for undertaking major ship repairs and which are 
capable of building vessels up to 10,000-tons. In addi- 
tion, there are several small shipyards. 


There are also plants rolling iron and steel bars 
and rounds from scrap to meet local construction 
demand. Output in 1952 was over 6,500 tons. A well 
equipped cement works is capable of producing 110,000 
tons of high grade cement annually, for local construc- 
tion needs. 


PUBLIC FINANCE 


Earnings and profits taxes and transaction and con- 
sumption taxes, each contributing about one-quarter of 
the total revenue, are the major sources of government 
revenue. Expenditure on defence, which used to account 
for a small fraction of total government expenditure, 
increased considerably from HK$ 2.4 million in 1951/52 
to HK$ 33.6 million in 1952/53, or one-tenth of total 
expenditure, owing chiefly to tense international situa- 
tion. Government investment expenditure, which has 
increased continuously in recent years, was HK$ 71 
million in 1952/53, or more than double that in 1949/50. 


A surplus on government account has been a normal 
feature, although its magnitude has declined and was 
only HK$ 20 million in 1952/53. In March 1953, the 


accumulated surplus was HK$ 285 million. It was pro- 
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posed to allocate HK$ 110 million of this amount to a 
new Revenue Equalisation Fund, withdrawals from which 
would be made to meet any serious shortage of revenue 
or unforeseen non-recurring expenditure. The Hong 
Kong Development Fund was to get HK$ 10 million. 


PROBLEMS AND PROSPECTS 


Since the end of war, Hong Kong has been faced 
with the problem of rapid increase in the number of 
immigrants from mainland China, Population, which 
stood at about 1.2 million at the end of 1946, was 
estimated at 2.25 million at the end of 1952. This 
rapid increase coincided with a rise in world prices of 
rice; as a result, the cost of living rose by 28 per cent 
between 1948 and 1951. Since 1951 the cost of living 
has remained at this high level, while income has declined 
substantially because of the comparatively low level of 
trade. The moderate growth of industries, which are 
facing severe competition from Japanese imports and 
declining demand from many South-East Asian countries, 
has been too small to absorb the large surplus labour 
force and the problem of unemployment has become 
rather serious. 


Hong Kong’s prosperity depends primarily on the 
level of trade, which, in turn, depends upon world 
demand for and prices of primary products exported 
from countries in the region, and upon its trade relations 
with mainland China. The future of both factors is 
uncertain. 


Chapter IO. 
INDIA 


INTRODUCTION 


India has passed the half-way mark in its Five-Year 
(1951/52 to 1955/56) Plan which has, to a large 
extent, dominated the economic life of the country over 
the last two years. The country has not of course 
remained unaffected by the boom and recession of the 
period 1950-52, although their direct impact is relative- 
ly small since exports account for less than 10 per cent 
of the Indian national income. 


The change in export prices had its main reper- 
cussions on the economy through changes in speculative 
attitudes which were reinforced by the previous 
experience of inflation in the post-war years, and its 
main importance has been in creating the conditions 
with respect to inflationary pressure and to the balance 
of payments in which public policy has had to operate. 
In 1951 fear of inflation put a limil to the scale of 
planned outlays; but by the end of 1952, the inflationary 
danger had disappeared and the domestic price level 
had shown a remarkable decline, partly due to the 
contractionist policies of the Reserve Bank. It thus 
became possible to contemplate a substantially higher 
rate of public investment and a budget deficit. The 
first year of the new policy was successful in that the 
budget deficit did not result in renewed inflationary 
pressures. 


Action under the Plan addressed itself to immediate 
and urgent problems of the economy. Owing to the 
low productivity of agriculture, made worse by a series 
of bad seasons, India has had to devote a substantial 
part of its export earnings in the last few years to the 
importation of cereals and cotton, and this drain on 
foreign exchange, curtailing the possibility of importing 
equipment and capital goods on which Indian develop- 
ment depends, has made imperative an increase in 
agricultural output. Just as urgent is the rehabilitation 
and development of basic facilities such as transporta- 
tion, as a pre-condition of any more ambitious develop- 
ment programme. The investment carried out in the 
last few years under the guidance of the Planning 
Commission appears now to place these first objectives 
within reach and India may soon be in a position to 
embark upon a more far-reaching attack on its long-run 
problems of low productivity and incomes and wide- 
spread under-employment. 


DEVELOPMENTS SINCE THE KOREAN WAR 


Before discussing the Plan and its progress it may 
be useful to indicate briefly the course of events. 


The Korean war boom hit the Indian economy at a 
time when it was undergoing a period of secondary con- 
traction after the peak of 1948. Thus the volume of 
industrial production in 1950 was below that of 1949 
and substantially below that of 1948. The volume of 
imports in 1950 and even their value were also below 
the 1949 level. The reactions of wholesale and export 
prices to the Korean-war were relatively slow in develop- 
ing. Between June and December 1950 the wholesale 
price index rose by only 4 per cent and export prices 
hardly at all. However, by April 1951 when the peak 
was reached, wholesale prices had risen by about 16 per 
cent, the industrial raw material group rising by as much 
as 40 per cent. Export prices also reacted strongly and 
rose by about 70 per cent between December 1950 and 
June 1951, the increase being most marked in the prices 
of raw materials and manufactured articles. 


The government took prompt action to limit infla- 
tionary pressure which might have arisen from an 
increase in the value of exports. In October and 
November 1950, the export duty on jute hessian was 
raised from Rs.350 per ton to Rs. 1.500 per ton and 
that on jute sacking from Rs. 50 to Rs. 150 per ton, 
while the export duty on raw cotton was raised from 
Rs. 100 per bale to Rs. 400 per bale. Substantial export 
duties were also levied on wool and cotton waste. In 
March 1951, the duty on jute sacking was raised to Rs. 
350 per ton. In March and June 1951, new or increased 
export duties were imposed on coarse and medium cloth, 
oilseeds and oils, and black pepper. Despite these mea- 
sures and the considerable decline in government deficit 
in the fiscal year ending in March 195] due to an 
increase of over Rs. 900 million in revenue, the season 
of high business activity (which in India runs from 
October to May) was accompanied by considerable 
speculative and stock-building activities which led to an 
unprecedented demand for money and resulted in a large 
expansion of credit, currency with the public increasing 
by Rs. 2,700 million and scheduled banks’ credit by Rs. 
1,730 million. This credit expansion was facilitated by 
the substantial surplus in the balance of payments result- 


ing from higher export. and lower import, values. Never: 
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theless, the banking system had to sell government securi- 
ties to the Reserve Bank in order to meet the currency 
demands of business. 


A highly unfavourable development at the end of 
1950 counteracted somewhat the rising trend of the 
economy. Insufficient rainfall and unfavourable weather 
led to a major crop failure in the autumn of 1950 which, 
it was estimated, reduced the domestic supply of food 
grains for consumption in 1951 by more than 4 million 
tons compared with 1950, causing famine conditions to 
appear over wide areas. The necessary substantial in- 
crease of food imports was largely met by the loan of 
2 million tons of wheat from the United States Govern- 
ment in June 1951. These emergency imports accounted 
for the deficit which appeared in the 1951 balance of 
payments, as the increase in the value of imports of food 
grains by Rs. 1,300 million over the 1950 level was 
greater than the total 1951 deficit. 


The government continued its anti-inflationary 
policy in 1951 by raising additional taxes on different 
types of exports and on incomes. Revenue in the fiscal 
year 1951/52 showed a further increase of nearly Rs. 
1,200 million, and despite the increased capital outlays 
which marked the first year of the Five-Year Plan, 
the accounts for that year showed a small surplus for 
the first time since pa¥tition. 


In view of the prevailing inflationary pressure the 
policy of the government in 1951 was also directed 
towards increasing supplies for the home market, through 
liberalization of imports and various restrictions on 
exports. Exports of various types of cotton goods and 
oilseeds, for instance, were made subject to licensing. 
As a result, the volume of exports actually declined from 
1950 to 1951, while the considerable rise in the value of 
exports by nearly Rs. 2,000 million was exclusively the 
result of rising export prices. 


The year 1952 was a period of adjustment, and 
abatement of inflationary pressure. Wholesale prices fell 
sharply in March 1952 and remained at low levels for 
the rest of the year. The value of exports, which had 
started declining in mid-1951, continued its downward 
trend, while the decline in export prices brought the 
terms of trade below the 1948-49 level during the major 
part of the year. The food crops available for consump- 
tion in 1952 had fallen short even of the low level of 
1951. However, because of declining incomes, and 
higher food grain prices following a reduction of sub- 
sidies, apparent consumption fell by over 1 million tons," 
thus relieving some of the strain on the balance of 
payments. 


1. While imports declined by 900,000 tons and internal procurement 
by 400,000 tons between 1951 and 1952, stock-building was main- 
tained at the same rate in 1951 and thus the distribution of cereals 
to rationed consumers fell by nearly 1,300,000 tons, which was more 
than the decline in total apparent consumption in the country. 
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Changing conditions resulted in two major policy 
changes at the end of 1951 and at the beginning of 1952 
which reflected the growing concern over the balance 
of payments situation. In the first place, the government 
turned from a policy of export restriction to one of 
export promotion; export duties were reduced as prices 
declined, and export quotas were made more liberal or 
abolished. On the other hand, the Reserve Bank in- 
augurated in December 1951 a strongly contractionist 
policy. While the supply of money and the level of 
advances had remained high during the year 1951, the 
Bank, by raising the rate of interest and discontinuing 
its open market policies which had provided an Sey 
means for commercial banks to expand their lending 
operations, succeeded in tightening up conditions on the 
money market. 


THE PLAN AND ITS EXECUTION 


Scale and priorities 


Even in its final form as published in December 
1952, the Five-Year Plan appears rather modest in the 
scale of expenditure it contemplates, both absolutely and 
in relation to national income. An outlay of Rs. 20,000 
million over a five-year period represents little more 
than 5 per cent of national income, which is not much 
more than the rate of investment prevailing before the 
Plan came into effect. 


The scale of the Plan was however limited by two 
factors. In the first place, any great increase in the rate 
of investment, whether or not financed by inflationary 
methods, was bound to result in a fall in the level of 
consumption except in so far as foreign reserves or loans 
were available to finance it through a balance of pay- 
ments deficit, and the government felt that, at the low 
level of incomes prevailing in India, any curtailment of 
consumption had to be avoided. 


The other limitation arose from considerations of 
monetary policy. The draft outline of the Plan was 
prepared in 1951 at a time when the Indian economy was 
operating under the strong inflationary pressures caused 
by the Korean war boom, and so provision was made 
for expenditures of less than Rs. 15,000 million, which 
could be covered from internal savings, further increases 
in expenditure being dependent upon the availability of 
foreign financing. The upward revision of expenditure 
in the 1952 plan was permitted by the abatement of 
inflationary pressures; monetary stability being no 
longer in danger, the government was prepared to 
consider deficit financing. These changes in policy and 
circumstances are all the more important because even 
the lower scale of expenditure originally considered 
could not have been attained without substantial budge- 
tary deficits, and progress would have been much slower 
if it had been necessary to avoid them altogether. By 
1952 capital expenditure had already been stepped up 
considerably despite the fall in government revenues, 
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Within these limits the Plan accords highest priority 
to agriculture and irrigation (including multiple-purpose 
projects) which together account for nearly 45 per cent 
of the total outlay. 


This emphasis upon expanding agricultural output 
arises from a variety of considerations, the most import- 
ant of which is connected with the balance of payments 
position. During the years between 1948 and 1952 
imports of food grains varied between 2 and 4.7 million 
tons while imports of raw cotton averaged just under 
200,000 tons. Together these items accounted for 
between 30 and 40 per cent of the total value of 
Indian imports (see table 18), and an increase in 
their domestic output would notably lessen the strain 
on the balance of payments and permit a_ shift 
to imports of machinery and capital goods. Owing 
to the unreliability of food production figures and 
to the considerable fluctuations in output due to the 
changes in weather conditions, the Planning Commission 
has not set down any firm target for the total production 
of food grains but it is hoped that the output of cereals 
will have risen by nearly 7 million tons towards the 
end of the planned period. It appears that self-sufficiency 
in food grains would involve replacing imports of some 
3 million tons through domestic production, while main- 
taining the present level of consumption for growing 
population may require an additional half million tons 
a year. Thus, an increase in output of 5.5 million tons 
over five years would be required for self-sufficiency 
even without any increase in per capita consumption. 
However, an increase in production greater than 5.5 
million tons would be needed if the towns and the deficit 
areas are to be adequately supplied from domestic out- 
put, because producers themselves are likely to raise their 
consumption substantially whenever an increase in output 
occurs.? 


1. Thus, between 1949 and 1950 it is estimated that domestic pro- 
duction increased by 2.7 million tons while internal procurements 
by the government for distribution to the rationed population in- 
creased by only 250,000 tons. The producers themselves probably 
absorbed a substantial part of the increase, while the balance was 
taken up by non-producing consumers in areas not covered by 
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Taking into account variations due to weather con- 
ditions, which may be of the order of 5 million tons 
between good and bad crops, the attainment of this 
target would imply that India might still experience 
deficits in years of unfavourable rainfall but might enjoy 
small surpluses under favourable conditions. These in- 
creases in production are to be achieved through major 
and minor irrigation works, land reclamation and in- 
creases in agricultural productivity due to better methods 
of cultivation, application of fertilizer, and a far-reaching 
effort at rural development. 


While the community development projects are 
likely to have far-reaching economic and social con- 
sequences, the scale of irrigation works is impressive: 
the major works under the Plan are calculated to irrigate 
more land than has been irrigated through major projects 
in the last hundred years. This stepping up of public 
works partly results from a different financial practice; 
previously only those projects were undertaken, the 
direct tax returns of which were sufficient to cover 
interest and amortisation on the investment. Now that 
this criterion has been abandoned, projects with far 
smaller direct fiscal yield have been started. A continua- 
tion of irrigation works on the present scale, after the 
expiration of the Five-Year Plan, may of course involve 
consideration of projects with even smaller returns. 


The target for raw cotton output is an increase of 
some 230,000 tons. Since no spectacular growth of the 
textile industry is expected, this increase could meet the 
bulk of domestic requirements if the proportion of long 
staple fibre and if the East Indian variety produced can 
be increase sufficiently to meet the needs of the mills. 

While outlays to increase agricultural productivity 
provide the most direct means of relieving the strain 
on the balance of payments, they also permit a more 
rapid rise in the level of national income than other 
types of investment. The Planning Commission has 
assumed that the capital-income ratio is 3 to 1 for the 


rationing. 
TABLE 18 
INDIA: VALUE OF IMPORTS OF FOODGRAINS AND RAW COTTON 
Monthly averages 
Million rupees 
Food grains Raw cotton@ Total | ssa ond 
(1) + (2) Total import Taw cotton as 
+ percentage of 
; a total import 
1948 108.1 43.0 151.1 
i . ‘ 402.3 
tes 120.5 64.6 185.1 549.2 Hi 
“oo 67.2 72.6 139.8 465.4 30 
geo 180.3 94.4 274.7 705.8 39 
oe ie 174.7 96.2 270.9 649.2 
1953 (Jan-Sept) 84.0 48.6 132.7 425.4 a 
Sources: Foodgrains—pri to 19538: Minis ort ete he . a ee 
Ministry of ‘Commerce’ ina ieee ree ratinh ho Static. a ad i 
tical Organization; total imports—Ministry of Commerce and 
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Indian economy as a whole, in other words, that an 
investment of Rs. 3 million is required to provide pro- 
ductive capacity for an annual increase of net income 
by Rs. 1 million. In agriculture, however, the ratio is 
apparently much lower, and a comparison of the pro- 
posed outlays under the Plan for agriculture, rural deve- 
lopment, community projects and irrigation (including 
the multiple-purpuse projects) with the expected increases 
in the net value of agricultural production shows that 
a capital-income ratio below 2 to 1 has been assumed 
in the agricultural sector.! 


The Plan emphasizes the importance of mobilizing 
unutilized labour and other resources by voluntary 
efforts, and since Indian agriculture is characterized by 
widespread under-employment, considerable investment 
in agricultural improvements is possible with very small 
monetary outlays. Thus community development projects 
may yield dividends quite out of proportion to the 
government expenditure on them. 


Perhaps the most important reason for the emphasis 
on agriculture is that it occupies over 90 million people 
in India or nearly 70 per cent of the labour force, and 
any effort to raise the standard of living of the people 
cannot have widespread significance unless substantial 
improvements take place in the villages. 


Next to agricultural development in order of priority 
are certain basic industries and services such as transport 
and power which are required to provide the external 
economies for a more rapid rate of later growth. The 
expenditure on social services, including education and 
health, which accounts for 16 per cent of the total out- 
lay, may perhaps also be classified as preparing the way 
for further development. Although the government does 
not propose any substantial outlays for the small-scale 
industries and handicrafts, its policy has aimed at sup- 
porting this large segment of the economy, which 
employs some 15 million people, and improving its 
productivity. 


This set of priorities allows only a small part of 
the planned expenditure for industrialization in a narrow 
sense. While a number of basic industries such as steel, 
aluminium and some chemicals are to be expanded, the 
first aim for most industries is a full existing capacity 
and expansion will have to be financed by private saving 
and foreign borrowing. Owing to the danger of inflation 
the government has imposed severe controls on private 
investment and in 1952 turned down a high proportion 
of the applications for capital issues which did not 
appear to relate to essential projects. 


With its relatively modest scale of expenditure, the 
Five-Year Plan will not lead to any great increase in 
incomes, but will provide the basis for subsequent higher 
rates of economic development. Its aim is not to curtail 
1, Such calculations of course are no more than rough approxima~- 

tions at best. Furthermore, many of the agricultural projects in- 


cluded in the Plan will bear their full fruit only after the end of 
the Plan period, and taking this into account would further reduce 


the capital-output ratio. 
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the current level of consumption but rather to absorb 
into capital formation a high and rising proportion of 
any increase in the national income. Thus, while over 
the five-year period the rate of investment, both private 
and public, is assumed to rise only from 5 per cent to 
7 per cent of the gross national product, the proportion 
should rise to 20 per cent at the end of a period of 25 
years. Such an increase in the rate of investment would, 
under the assumptions made regarding the capital-income 
ratio, enable ouptut approximately to double over this 
period. While these assumptions are put forward by the 
Planning Commission for illustrative purposes only, their 
realization would require that high rates of marginal 
taxation be imposed in order to make available for 
public investment a substantial proportion of the increase 
in income generated through additional production. 


Progress of the Plan 


Development in the first two years of the Plan has 
proceeded at a fairly satisfactory rate. The priorities 
laid down in the Plan have in the main been adhered 
to, although actual outlays have fallen short of the target 
by some 8 per cent. There are, however, variations 
in performance between the different States. Some (for 
example, Assam, Bihar, West Bengal, Uttar Pradesh, and 
Hyderabad) which started rather slowly in 1951/52, 
have since tried to step up their outlay. 


It is too soon for an appraisal of results in terms 
of increased output, but satisfactory progress appears 
to have been made in the first two years towards reaching 
the targets set for the different sectors.2 However, the 
full benefits of many of the projects, especially power 
and irrigation, will be seen only in the closing years 


of the Plan. 


Irrigation has been extended to 2.25 million acres 
and nearly half a million acres have been reclaimed by 
the Central Tractor Organization. It is estimated that 
out of the increase of some 4 million tons in food grains 
output in 1952/53, these projects may have been respon- 
sible for over 1 million tons. Additional generating 
capacity amounting to 315,000 kw has been installed, 
and the rehabilitation of railways has made good pro- 
gress, reducing the shortage of transportation. The 
community projects are well under way, and by the end 
of 1952, 55 areas had been selected for their intensive 
development in different parts of the country. Each 
area represents about 300 villages with a population of 
about 300,000. 


In the private industry sector there was some addi- 
tion to capacity in the cotton textiles, cement, chemicals 
and engineering industries. Important projects of expan- 
sion are under way in the iron and steel, aluminium 
and chemicals industries. Two large oil refineries with 
a total capacity of 320,000 tons are being constructed. 


2. See Planning Commission, The Five-Year Plan: Progress Report 
for 1951/52 and 1952/58. 
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Several industrial undertakings of the government 
went into production during the period, such as the 
Sindri Fertilizer Factory, the Chittaranjan Locomotive 
Factory and the Indian Telephone Industries. A factory 
for the manufacture of heavy electrical equipment, radar 
and wireless equipment is under construction. 


An important development was the conclusion of an 
agreement by the Government of India with the German 
combine Krupp-Demag in August 1953, for the installa- 
tion of a steel plant with an initial capacity of 500,000 
tons. Under this agreement the German firm is to invest 
a capital of Rs. 95 million and to provide technical 
assistance. It is estimated that the entire project will 
cost Rs. 720 million. Moreover, the International Bank 
for Reconstruction and Development has lent $31.5 
million for the expansion of works belonging to a 
company formed, under government instructions, by the 
amalgamation of the Steel Corporation of Bengal, Ltd. 
and the Indian Iron and Steel Co., Ltd. 


A development of some seriousness which might 
threaten the priorities in the Plan and its smooth execu- 
tion if allowed to continue, is the tendency on the part 
of some States to incur substantial development expen- 
diture outside the Plan, for instance on roads and 
buildings, as well as to spend on non-development items. 
These additional outlays have of course cut into the 
resources available for carrying out the projects agreed 
upon in the Plan.? 


Although the progress of States projects is not held 
up for lack of finance at present, the performance of the 
States in raising additional revenues through taxation 


1. States expenditure for development in 1953/54 is budgetted at Rs. 
4,300 million, of which some Rs. 2,260 million is for capital forma- 
tion. On the other hand, States expenditure in 1952/53 for pro- 
jects included in the Plan amounted to Rs. 1,573 million as against 
a planned figure of Rs. 1,714 million. 


has not conformed to the expectations of the Plan. The 
tax revenues of State governmenis have shown some 
increase, mostly under land revenue (due to land reform 
and the abolition of the intermediaries), but the expan- 
sion remains far short of the Rs. 350 million of annual 
additional revenue from taxation for which the Plan 
provides. 


On the other hand, the borrowing programme of 
the States has been up to expectations. In the first rug 
years of the Plan, loans of Rs. 210 million were raised 
from the public, and in July 1953 ten States raised a 
total loan of Rs. 330 million, a sum well in excess of 
the amount budgetted. But taking into account the need 
for increasing outlays beyond the Plan period, the con- 
tinuous heavy reliance on public loans may make 
economic development too much dependent on the con- 
ditions prevailing in the capital market. 


Moreover, the States have depleted their cash 
balances and investment reserves to the extent of Rs. 
1,500 million during the last three years, and have little 
more by way of reserves, while the limits of financial 
assistance by the Centre are being rapidly reached. 
The execution of their share of the Five-Year Plan may 
soon depend on vigorous tax measures being taken by 
the States. 


As projects got under way, and the delays and 
bottlenecks of the early stages of planning, organization 
and supply were being overcome it became possible to 
increase the rate of spending. In view of the unemploy- 
ment problem, the government has decided to utilize this 
opportunity to the full, and expenditure under the Plan 
will continue its steep rise: from Rs. 3,230 million in 
1952/53 and Rs. 4,200 million in 1953/54, it is due to 
increase to Rs. 6,200 in 1954/55. 


TABLE 19 
INDIA: QUANTITY INDEX OF THE FLOW OF INVESTMENT GOODS 
1948 = 100 
Weight 19498 1950 19si | = 1gs2s«|_~S| «1958 
Jan-Jun 
| = 
Imports 
Electrical goods Si Ae Leica Be Seem ae eae 7 54.18 90 58 38 70 79 
Wel tithe Ga mint Atha nit ht, OC ne ane 32.94 144 101 126 101 65 
Wuketovleh, sbgeFey(ovstel FAGEI ys os ALE ae 5.21 123 148 144 147 136 
Metals, other than iron and steel .. .. .. 8.43 82 97 Sl 46 51 
WVEHICIOS ER) ita Ger a nah Oh eo menee 13.08 53 32 41 | 34 22 
| 
Production 
ITOMPCNG CStGG] nie Laan TR ee, 18.16 108 115 119 126 124 
Cement DSF oye Poh dy Gy 8 oR 2.98 135 168 206 228 231 
General engineering |. .. 1. .. .. 9.91 122 Hse, 171 «|. ee 
Noneerounstnetal sn, Sv: ce meuyes ene 5.15 107 111 119 105 | 64 
Index of investment goods 112.6 102.1 113.3 | 104.2 | 89.1 
: 
| 


GUN EER AE NOTES: 

e index is based on the quantum index of imports blished 

the Reserve Bank of India and the official indeenes iytaatelay ae 
duction. The index numbers of the quantum of imports are based 
on the fiscal year 1948/49. The weights for the ealeulation of 
the index are based on the value of imports and on the selling 


Se  ) 
value of production in calendar year 1948; production ‘ 

ease of the engineering industry have been adjusted oe qe 
counting by deducting the input of imported metals iad oF = e- 
produced steel. ome 


a. Figures for import relate to the fiscal year beginning Aen 
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Private investment 


According to a rough estimate by the Planning 
Commission, private investment in 1950/51 amounted to 
some Rs. 2,250 million, or approximately half of the 
total gross investment of the country.' Any attempt to 
assess the total impact of the Plan must therefore take 
into account development in the private sector. 


Table 19 which shows an index of the flow of 
the main categories of investment goods into the Indian 
economy, indicates a rather disquieting movement in 
the total of private and government investment. The 
year 1950 was one of contraction; the decline fell 
exclusively on imports which may also have been 
impeded by some procurement difficulties. The highest 
rate of investment took place in 1951, even exceeding 
the previous peak in 1949. The substantial fall in the 
quantum of machinery imports and in domestic engineer- 
ing production in 1952 suggests that private investment 
took a sharp downward turn. The considerable increase 
in government investment in that year (nearly Rs. 500 
million for the Centre and the States together) is 
reflected in the continuing increase in ceinent produc- 
tion,? and in the smaller increase in the apparent con- 
sumption of iron and steel, which are the two investment 
items most affected by the type of work carried out by 
the government. 


While the fall in private investment in 1952 was 
probably in the nature of a short-term reaction to falling 
prices and the readjustment of the economy, a number 
of important difficulties nevertheless stand in the way 
of a considerable expansion of private industrial develop- 
ment. The capital market is narrow, and the possibilities 
of raising money through the issue of stock are limited 
even for well established concerns; conditions have been 
made particularly unfavourable by pessimistic expecta- 
tions, reflected in the continued decline in stock prices, 
which has discouraged investors from taking up indus- 
trial shares. Moreover, the policy of high dividend 
distribution to which companies are forced by the pres- 
sure from their share-holders prevents the accumulation 
of substantial reserves that could be used for expanding 
productive facilities. In addition, in 1952, after follow- 
ing a lenient policy in 1950 and 1951, the government 
refused some of the large applications for the issue of 
stock; after September 1952 consents were again being 
granted more readily. 


The Indian banking system, modelled after the 
British pattern, is not organized to provide long-term 
industrial capital and has even had difficulties in supply- 
ing industry with its working capital requirements, in 
1951 bécause of the great rise in raw material prices, 
and in 1952 because of the restrictive credit policies 


1. Government of India, The First Five-Year Plan, pp. 106-108. 


2. It is estimated that multiple-purpose projects consume 600,000 tons 
of cement per annum and road construction another 100,000 tons. 


INDIA 63 
pursued by the Reserve Bank as part of its anti- 
inflationary campaign.’ 


It also appears that uncertainties regarding the 
Saale industrial policies of the government may have 
iad a discouraging effect on private investment, 


Since private industry has been unable to raise all 
the capital it needs, the government has given assistance, 
The Industrial Finance Corporation had up to 30 June 
1953 made loans amounting to Rs. 155 million to various 
private concerns, the amount outstanding on that date 
being Rs. 100 million. Loans made during the year 
ending in June 1953 fell, however, to the low figure of 
Rs. 14 million, as against Rs. 45 million in 1951/52. 
The corporation’s powers are being enlarged and jn 
future it will be able to make larger loans, while it is 
hoped that its ability to borrow abroad will be enhanced 
by a guarantee now given by the government to its 
foreign issues. 


THE CURRENT SITUATION 


Current trends in prices and production are the 
outcome of a number of contrary influences. Agriculture 
had a good year in 1952/53 and in the first half of 
1953 industrial production as a whole was rising. Yet 
there were unfavourable developments; textile pro- 
duction by the cottage industries suffered a sharp con- 
traction of demand early in 1953, and the contraction 
has since spread to the factory industry. Export prices 
have been falling, and firmness of home prices in the 
first eight months of the year has not been symptomatic 
of any renewed uprising of activity. Indeed, a wide- 
spread break in prices occurred in September, while 
government policy has swung towards export promotion 
and encouragement to private investors. 


In investment, expanding government activity has 
been offset by a reluctance on the part of private enter- 
prise to expand in step, an attitude which was already 
evident in 1952. Thus large government deficits were 
possible in 1952/53 without giving rise to inflationary 
pressures, and it appears that purchase of government 
bonds was more attractive than lending to private 
investors. 


The unemployment situation sprang into prominence 
in the early part of 1953. The immediate occasion was 
the decline in the cottage industries, coupled with falling 
business activity, affecting the employment of white- 
collar workers, but the problem is more than sectional, 
and stems basically from the persistent under-employment 
of a growing agricultural labour force. Special measures 
are in train to alleviate distress in the cottage industries 
and among white-collar workers, while it has been pro- 
posed that the Five-Year Plan be modified to take more 
specific account of employment problems. 

3. A committee has been appointed by the Reserve Bank in particular 


to examine the possibility of providing on a larger seale bank 
finance for development in the private sector. 
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Production 


Agricultural production: The 1952/53 season was 
much more favourable on the whole than the previous 
years, the improvement in food production and in certain 
other crops such as jute having more than offset some 
declines in cotton, sugar and groundnuts. 


Increases were particularly marked in the produc- 
tion of foodgrains. The rice crop in the autumn of 
1952 was put at 23.4 million tons, or 12.5 per cent 
higher than in the previous year; the wheat crop in the 
spring of 1953 was higher by 700,000 tons, or 29 per 
cent. 

The production of six cereals namely, rice, wheat, 
jowar, bajra, maize and ragi, has gone up by about 4.7 
million tons; there has also been a substantial increase 
in the output of barley and gram. 


Consequently, the internal supply situation has im- 
proved, permitting a relaxation of food controls and a 
reduction in the volume of imported foodgrains. Imports 
from January to the end of October 1953 totalled 
slightly under 2 million tons, as against imports of 3.9 
million tons in the whole of 1952 and 4.7 million tons 
in 1951. Since rationing was abolished over wide areas, 
both internal procurement by government and offtake 
from government stocks were considerably smaller in 
the first half of 1953 than in the corresponding period 
of last year. Special measures however proved necessary 
to relieve local food shortages. 


Among other crops, cotton output declined by 2.6 
per cent during the year to 3.05 million bales.1_ Accord- 
ing to unofficial estimates, the 1953/54 crop is likely 
to be in the neighbourhood of 4 million bales. The 
jute crop, despite a 6 per cent decline in area, is 
slightly larger than in the previous year, at 4.7 million 
bales. Among oilseeds, groundnuts, the largest crop, 
declined by 5 per cent from 3.1 to 2.9 million tons. 
Sugar cane production decreased to 5.26 million tons 
(raw) from 6.07 million tons in 1951/52. Preliminary 
estimates of the 1953/54 crop indicate that the area 
devoted to cereals, cotton and groundnuts has increased, 
while area under sugar cane and jute has declined, 
substantially for the latter. 


Industrial production: In the first half of 1953 the 
index of industrial production still showed the rising 
trend which had characterized its movement in previous 
years.” A record level of 130 (1946 = 100) was reached 
in April, and in the following three months. 


There were, however, declines in demand in some 
sectors which led to output contractions. Cotton weav- 
ing has shown a fairly regularly rising trend since the 
textiles crisis of 1951, and reached its peak in July 1953, 
when the index touched 108. In the next three months, 
while production was nearly maintained, mill stocks 
1, Trade estimates, which are usually substantially higher than the 


official figure, place the 1952/53 crop at 3.4-3.7 bales. 
2, The index does not reflect changes in the cottage industry. 


increased by about 280 million yards, or nearly 20 per 
cent of the output. This sign of falling demand has 
been confirmed by the notice of closure put up by a 
number of mills in Ahmedabad in October. Since 
exports of cotton manufactures has shown considerable 
irregularities but no downward trend up to the middle 
of 1953, the fall arose in home market purchases. While 
the industry had considerably reduced its export prices 
in the last two years in order to meet the more com- 
petitive conditions it encountered abroad, sales prices 
appear to have been maintained on the domestic market: 
between the second quarters of 1952 and of 1953, the 
unit value index of cotton manufacture exports fell by 
18 per cent, while in September 1953, their domestic 
wholesale price had risen by 5 per cent over the level of 
June 1952. In October the government announced the 
abolition of export duties and reductions in excise duties 
on some varieties of manufactures. 
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Some other industries, including those producing 
consumer goods, maintained or expanded production in 
the first half of 1953, with the notable exception of jute, 
for which foreign demand tended to be lower. Among 
the capital goods industries, various branches of engineer- 
ing showed divergent trends; cement output continues 
to rise presumably owing to increasing public investment, 
but coal and steel have recently shown a marked down- 
ward trend. 

Coal output, after running at a high level during 
the first quarter and reaching a peak in April, fell by 
more than 15 per cent between April and August. 
However, it recovered partially in September, 

Steel output in the first half of 1953 suffered from 
labour troubles at the Indian Iron and Steel Co. and 
from the reorganization of the Tata Steel Co, These 
factors alone however hardly account for the marked] 
declining trend in output, which by July 1953 had fallen 
by 30 per cent from the high level attained jp January 

While the trends in the various industries are at 
easy to interpret, they suggest that consumption was well 
maintained in the first half of 1953, and only in the 
summer was the previous year’s fall in incomes ‘reflected 
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n a downward turn. On the other hand, the decline in 
yrivate investment which took place in 1952 appears to 
1ave continued in the first half of 1953. Imporis of 
machinery showed a further severe fall in 1953 (their 
juantum index in the second quarter of 1953 was only 
97 per cent of their volume in the corresponding quarter 
of the previous year), while the apparent consumption 
of both steel products and non-ferrous metals is also 
»eginning to fall. In view of these trends the announced 
stepping up of government outlays under the Five-Year 
Plan may come just in time to avert a serious situation of 
‘alling production and rising unemployment in the 
sconomy. 


Unemployment 


The problem of unemployment leapt to the forefront 
of political and economical discussion in the first half 
of 1953. While sufficient information is as yet lacking 
‘o obtain a clear picture of the situation in all sectors 
of the economy,' it appears that the urban and educated 
sections of the population as well as specific geographic 
areas or industries have been particularly affected by a 
reduction in employment opportunities. 


The basic factors operative in the economy are the 
growth of population, accompanied by a steady and 
zrowing movement of workers from the villages to the 
‘owns, and the rapid. increase in the number of educated 
persons seeking white-collar employment. The first 
factor adds between 1.5 and 2 million people to the 
working population each year, while the latter has 
assumed large proportions owing to the considerable 
erowth in numbers of schools, colleges, universities and 
the like since the end of the war. 


In addition to these long-term forces, a number of 
specific or special factors appear to have accentuated 
the problem of unemployment? such as recent difficulties 
in the tea industry, a decline in demand for the products 
of some of the engineering industries, and reduced 
activity in import and export trade. 


Information relating to 1953 is available only for 
employment in the Central Government, and in the textile 
and coal industries. In the first six months of 1953 
the number of persons employed by the Central Govern- 
ment showed a small rise over the 1952 level. It is 
likely however that the curtailment of rationing has 
resulted in a decrease of employment in some State and 
local authorities. 


1. The following special enquiries into unemployment have been in- 
itiated by the Government: sample survey of 4,000 families in the 
Calcutta area, sample survey on the registers of employment ex- 
changes, sample survey of trends in migration to towns, situation 
in the coir industry in Travancore-Cochin, and employment aspects 
of power and irrigation programmes. 

2». See memorandum on Unemployment, by the Government of India 
Planning Commission, July 13. 

2. Statistics relating to factory employment indicate that during 
1952 the fall in employment was most marked in the Bombay and 
Madras States, and to a lesser extent in Delhi and Uttar Pradesh. 
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In the textile industry, probably the progress of 
rationalization brought about a small reduction in the 
number of workmen employed in the first quarter of 
1953. However, the number of workmen employed 
increased in the second quarter to the average level of 
1952 and was even higher in July, 1953. 


In the coal industry employment is likely to follow 
the trend in output: data for the first four months of 
the year, the time of peak production, show more men 
at work than in 1952, but empleyment declined in 
June-July. 


The statistics of the employment exchanges do not 
provide an accurate measure of unemployment, because 
registration is voluntary, and there are only about 130 
exchanges all over India. Despite these limitations, the 
increasing number of persons on the register, and the 
decreasing number of persons placed in employment 
almost from month to month since the beginning of 
1952 point to a contraction of employment opportunities. 
At the end of August 1953, the number on the register* 
stood at nearly 500,000 as compared with 322,000 in 
January 1952; over the same period, the monthly number 
of placements declined from 31,000 to less than 14,000. 


In the rural sector, the decline of cottage industries 
and handicrafts has been the main factor. No statistics 
are available on the extent of this problem, but unemploy- 
ment in the handloom industry has assumed the dimen- 
sions of a major social crisis. Several other small-scale 
industries are known to be in a sad plight,—for example, 
the coir industry in Travancore-Cochin, owing to decline 
in foreign demand. 


Since most of the new work opportunities provided 
by projects under the Five-Year Plan would tend to 
alleviate rural unemployment, without particular effect 
on the two most hard-hit groups, the cottage industry 
and white-collar workers, specific relief measures have 
been taken in favour of these two categories. 


A two-year programme has been launched for the 
employment of 80,000 additional teachers, as well as a 
number of social workers. The Central Government 
will contribute 75 per cent of their salaries, provided 
the State governments bear the balance and undertake 
to maintain the schools. 


With regard to cottage industries, the All-India 
Khadi and Village Industries Board and the All-India 
Handicrafts Board have been set up. Cotton mill pro- 
duction has been limited to 60 per cent of the 1951/52 
output of dhoties and sarees, and a cess of 3 pies® per 
yard on all mill cloth except that for export, has been 
levied to provide finance for the handloom and Khadi 


4. Government of India, Ministry of Labour, Indian Labour Gazette, 
October, 1953. 
5. Three pies are equal to one-sixtyfourth of a rupee. 
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industries. Several co-operative societies have been 
formed and grants made to non-official organizations, 
with a view to improving the quality and marketability 
of their products. Other measures to increase employ- 
ment which the Planning Commission has recommended 
for the consideration of the State governments include: 
increased financial assistance to small enterprises; in- 
creased purchase of the products of Indian industry, 
especially cottage and small-scale industry; development 
of road transport, especially by private enterprise; and 
slum clearance and encouragement of private building. 


In September the government accepted a parliamen- 


tary resolution recommending a revision of the Five- 
Year Plan to deal with the problem of unemployment. 


Price trends 


Indian wholesale prices suffered a spectacular break 
in March 1952, bringing the general index below its 
pre-Korean war level. Then, after a period of relative 
stability, prices started rising at the end of 1952 and 
continued upward almost without interruption until 
August 1953, registering an increase of over 10 per cent 
in eight months. 


While this firmness of the price behaviour appears 
to belie the signs of contraction apparent elsewhere in 
the economy, a more detailed analysis of the components 
of the index does not point to the existence of inflationary 
pressures as the cause. 


The most significant increases took place in the 
groups of foodstuffs and raw materials, which rose by 
18.0 and 16.0 per cent respectively between mid-Decem- 
ber and the end of August 1953, while manufactures 
remained steady and semi-manufactures showed only a 
moderate increase, consonant with the high level of 
industrial activity in the first half year of 1953. 


The rise in food prices, which appears surprising 
since agricultural production showed a great improve- 
ment in the autumn of 1952, was due essentially to three 
commodities, rice, gur! and tea, which together accounted 
for more than half of the 10 per cent increase in the 
wholesale price index. In the case of rice, the abolition 
of subsidies and measures of decontrol substantially 
affected the quotations entering into the price index. 
The seasonal upward movement from January to August 
was reinforced by this influence, and by conditions of 
shortage that assumed somewhat serious proportions in 
a few centres like Madras, despite the general improve- 
ments. 


The rise in the price of gur reflects a readjustment 
to the price level of sugar, in relation to which gur had 
been abnormally depressed, while the increase in tea 
prices results from the trend in export prices, 


1. Unrefined sugar. 


e shown a marked 


Some other commodities hav 
40 per cent, 


increase in price: raw cotton rose nearly 
but the rise in price of oilseeds and particularly ground 
nuts (more than 50 per cent) was the most important. 
This increase was due not only to the short crop In 
1952/53 (following upon another bad harvest) and the 
ready purchases of oilseeds by manufacturers of soap 
and vegetable oil, but to a considerable volume of 
speculative activity and rising foreign demand and prices. 
The government had encouraged the export of vegetable 
oils by reducing the export duty on them by three 
quarters, and large contracts had been entered into with 
foreign buyers. Faced with rapidly rising prices in 
June, the government banned the export of groundnuts 
and groundnut oil, and facilitated the import of other 
oilseeds and oils, by reducing import duties and licensing 
imports more freely. These measures, together with 
reports of an appreciably better crop in the coming year, 
resulted in a break in the groundnut market, and the 
price fell by nearly 36 per cent between mid-August 
and the end of November. 
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it is not surprising that with the reversal in the seasonal 
trend, the wholesale price index declined by nearly 6 
per cent between mid-August and the end of November 
this year, and at the end of November jt Was in fact 2 
per cent below the pre-Korean war level, 
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xternal trade and payments 


The value of exports had started declining after 
he first quarter of 1951, while the value of imports 
mly reached its peak at the beginning of 1952 when a 
igh level of commercial imports coincided with large 
rrivals of wheat from the United States. Imports, 
.owever, fell off much more rapidly and by the second 
alf of 1952 trade was balanced. During the last 
quarter of 1952 and the first quarter of 1953 a small 
urplus appeared on trade account. But the balance did 
‘ot persist; later in 1953 the trade deficit reappeared. 
“he export markets have remained characterized by the 
ow level of foreign demand for jute manufactures, rising 
yrices for tea and tobacco and steadily falling prices 
vith erratic changes in volume for cotton manufactures. 
‘he downward trend in export prices has however 
yeen arrested in the second quarter of 1953, and export 
init values were rising from August to August. 


Chart 20 
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While the decline in the value of exports had been 
Jue to a very large extent to falling prices, particularly 
yf raw cotton and jute manufactures in the second 
quarter of 1952, the fall in the value of imports was 
he result of both falling prices and regularly declining 
juantities. In the second quarter of 1953, however, 
here was a break in the downward trend of import 
volumes, while the price fall was still continuing in 
August. Imports of foodstuffs more than doubled in 
‘olume as compared with the level of the previous half- 
‘ear and reached a value of Rs. 370 million, as the 
,overnment took active steps to remedy the food shortage 
hat had become acute in some areas. 


The balance of payments reflects these changes in 
he value of trade. The very large deficit that occurred 
n the first half of 1952 when imports were at their 
yeak was succeeded by a substantial surplus in the 
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second half of the year, while the first half of 1953 
still showed a surplus despite the rise in imports in 
the second quarter of the year. Thus, the foreign 
exchange reserves of the Reserve Bank of India, which 
had continued their rapid decline in the first half of 
1952, recovered to the extent of Rs. 225 million in the 
second half of the year and improved further by Rs. 76 
million in the first thalf of 1953. In the third quarter, 
however, the trend of the reserves was downward again, 
although the loss was limited to Rs. 12 million. 
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As in 1952, the main effort of trade policy has 
aimed at the promotion of exports. The measures taken 
included reduction in export duties, relaxation of export 
licensing, and increase in the export quota of some 
commodities. The export duty on coarse and medium 
cotton textiles was reduced in January 1953 and on 
fine cotton cloth in October. The export duty on jute 
sacking was reduced in February and on hessian cloth 
and bags in September; in July the export duty on 
miscellaneous jute manufactures was abolished. Exports 
of cotton textiles and certain types of raw cotton were 
placed on the free licensing list. 


An important change in import policy has been the 
decision of the government to allow private imports of 
rice from soft currency areas. Imports of machinery, 
industrial raw materials (including vegetable oils) and 
some consumer goods have been liberalized in 1953. 


The year marked an improvement in India’s trade 
relations with Pakistan. In August 1952, an important 
trade agreement was signed, under which normal trade 
was resumed on a large scale, and it was renewed in 
July this year. In March 1953 this agreement was 
supplemented by a three-year agreement, effective 1 July, 
providing for the annual exchange of 1.8 million bales 
of Pakistan raw jute for Indian coal. Measures of a 
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million in the fiscal year 1952/53. This Hae was 
due both to an increase in expenditure and to a large 
decline in revenue amounting to Rs. 1,150 million, 
Following the trend in foreign trade, customs ree 
particularly export duties, showed the heaviest fall, u 

the decline in prices and commercial activity associate 

with foreign trade that occurred during the year wa 

also reflected in reduced proceeds from other taxation, 
both direct and indirect, as well as in a fall in net | 
way receipts. On the expenditure side, the rise in 
defence outlays and in a number of current account 
items was less important than the increase In direct 
investment and in loans and advances to the States, these 
last two items accounting for Rs. 500 million out of a 
total increase in expenditure of Rs. 750 million. 


discriminatory character were eliminated at the same 
time on both sides, and thus major impediments to trade 
between the two countries have been removed. 


In December India signed a five-year trade agree- 
ment with the USSR. The agreement provides for the 
exchange of goods to be negotiated every year, and for 
payments in Indian rupees, the balances being convertible 
into sterling on demand or on expiration of the agree- 
ment. 


Public finance and monetary developments 


As mentioned before the budget of the Central 
Government showed a small surplus in 1951/52 which 
was, however, followed by a large deficit of Rs. 1,906 


TABLE 20 
INDIA: FINANCING OF 1952/53 BUDGET DEFICIT 


Million rupees 


States Total 
IDOHCIUSA pcb Gs G08 sig ah mis) on wel ee ale 1,786.6 691.7 2,478.3 
Domestic borrowing (met) .. .. .. .. -. 514.1 521.7 1,035.8 
Roreigns loans cndegromnts en is) ieee ieee | 444 = 444 
Decrease in cash balances .. .. .. .. .. 828.5 170.0 998.5 


| 


Source: United Nations Fiscal Division and Reserve Bank of India. 


GENERAL NOTES: 
To avoid duplication, loans and grants from the Central Govern- 
ment to the States and transfers of interest from the States to the 
Central Government are excluded from the States’ figures. The 
deficit of Central Government has been adjusted to include credits 
under the annuity for sterling pensions, receipts for sale of war 


One of the most significant features of the economy 
in 1952/53 was that a deficit of this size in the govern- 
ment accounts (and the budgets of the States also showed 
a deficit of nearly Rs. 700 million during the same 
period) did not lead to any inflationary pressures or 
even to any monetary expansion, even though there was 
no large-scale balance of payments deficit to absorb 
domestic purchasing power: in fact, between the end of 


March 1952 and the end of March 1953 there was no 


change in the foreign assets of the Reserve Bank of 
India and there was a small contraction in money supply 


by Rs. 320 million.? 


This monetary development was due essentially to 
three factors. In the first place foreign financing played 
a substantial role, rupee proceeds from loans and grants 
having yielded the government over Rs. 400 million? to 


1. These officially reported figures for money supply require qualifica- 
tion; actual currency in circulation fell by the insignificant amount 
of Rs.80 million, and total deposits of the public hardly changed 
at all. There was, however, a significant shift from demand de- 
posits, which are counted as part of the money supply, to time 
deposits, which are not. 


2. This figure corresponds to the receipts of the Special Development 
Fund into which were paid the proceeds from the United States 
wheat loan, Coiombo Plan and TCA aid. Although the US wheat 
Joan involved a debit of over Rs.900 million in the capital account 
of the balance of payments, its total yield was less than Rs.740 
million over the two fiscal years 1951/52 and 1952/53. 


surplus stores and under State trading schemes (net) and net pay- 
ments under “remittances”. The deficit of State governments has 
been adjusted to include receipts under State trading schemes and 
payments for compensation to landlords, remittances, and ‘“‘other 
financial transactions” including transfers to contingency funds. 
The unadjusted deficits for 1952/53 of Central and States Govern- 
ments amounted to Rs.1,905 million and Rs.662 million respectively. 
Source: Reserve Bank of India. 


which should be added some Rs. 40 million in draw- 
ing from International Bank loans and other foreign 
borrowing. 


Secondly, private savers showed considerable willing- 
ness to absorb public debt. Total government net 
borrowing, both domestic and foreign, was almost Rs. 
1,500 million, more than two thirds of which was 


TABLE 21 


INDIA: CHANGES IN MONETARY INDICATORS 
BETWEEN MARCH 1952 AND MARCH 19538 


Million rupees 
ee Eee 
Foreign assets of Reserve Bank 


+ 6.1 
Indian Government securities held by 
Reserve Bank . es —207.5 
Scheduled Dtmksinc sen amne. ~. 4+ 724 
Government deposits with Reserve Bank 49516 
Money supply 
Currency in circulation ee — 79.9 
Demand deposits of scheduled banks — 334.1 
Time deposits of scheduled banks .. . 4+. 283.2 
Outstanding credits of scheduled banks aes 


Source: Reserve Bank of Jndia. 
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supplied by the Indian public. There was no net 
borrowing from the banking system and in fact the 
value of government securities held by the Reserve Bank 
declined far more than the increase in scheduled banks’ 
holdings. It may, therefore, be concluded that over 
Rs. 1,100 million of savings was supplied by the public 
to the government in the form of either small savings of 
various types or through the purchase of old or new 
issues of government paper. 


Thirdly, the government still had to finance over 
Rs. 800 million of its deficit through drawing on its 
cash reserves, a large part of which appears as a decline 
in government deposits with the Reserve Bank. While 
this movement could have been expected to lead to a 
substantial increase in currency in circulation, it was 
offset by a contraction of commercial credit which was 
a reflection of the decline in prices and financial activity 
and of the more stringent monetary policy which had 
been adopted towards the end of 1951 by the Reserve 
Bank of India. The net result of these influences was 
that, while total deposits and currency in the hands of 
the public hardly showed any change, the volume of 
scheduled banks’ credit declined by over Rs. 500 million 
between March 1952 and March 1953. 


For the fiscal year 1953.54 an even larger deficit 
is expected in the Central Government account, as 
revenue is expected to remain practically unchanged 
while expenditure will continue rising steeply. Lending 
and investment are expected to increase by Rs. 550 
million over the 1952/53 level and account for the bulk 
of the Rs. 600 million increase in the anticipated deficit, 
and the measures taken by the government to economize 
by the abolition of subsidies which accounted for more 
than Rs. 200 million in the previous budget, will be 
offset by rises in the defence budget and in a number 
of other current account items, some of which are hardly 
connected with the Five-Year Plan. 
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While it is still too early to measure the impact that 
the new budget will have on the Indian economy, two 
factors may considerably decrease the impact of the 
prospective deficit. In the first place, government securi- 
ties continue to find ready market; while the 1953/54 
budget made provision for repayment of Rs. 188 million 
of the permanent debt, the government succeeded in 
June 1953 in raising Rs. 750 million on a National 
Development Loan of which Rs. 232 million was new 
money. This favourable development, of course, has 
its counterpart in the difficulties noted above which 
private industry is encountering in meeting its financial 
requirements. Secondly, foreign loans and grants already 
made but not yet utilized amount to over Rs. 1,100 
million and their use should ease considerably the burden 
on the Indian economy. 


While sharp seasonal fluctuations in financial 
activity make it particularly difficult to interpret 
monetary developments over a short period, the data 
available for the first few months of the fiscal year 
1953/54 do not indicate that greater government expen- 
diture has created any renewal of inflationary pressures. 
A comparison of the seasonal variation of this year and 
of the previous season suggests that monetary contraction 
continues, though at a much slower rate when the full 
impact of the drastic price reductions of the spring of 
1952 was being felt. It is notable that in the seasonal 
downswing from May to September, currency circulation 
has fallen a little more than it had increased in the 
upswing and that this has by no means been made good 
by an increase in demand deposits. Bank credit is back 
where it was a year ago, and while the commercial banks 
are a little less liquid, they have increased their holdings 
of government securities. This monetary stability has, 
however, been assisted in the summer of 1953 by the 
small decrease in the foreign assets of the Reserve Bank 
and by a somewhat surprising increase in government 
deposits. The beginning of the busy season (October and 


TABLE 22 


INDIA: 


SEASONAL VARIATIONS IN MONETARY INDICATORS 


Million rupees 


Busy season of 

1951-52 
27 Oct. 1951 to 
11 April 1952 


Slack season of Busy season of Slack season of 


Currency with the public .. .. -- ++ «+ + a 
Demand deposits of the publict .. .. -- ++ = -- 
Total money supply or Be = 
Time deposits of the public .. = 
Scheduled banks 
Loans and advances pe tee PE + 
Cash and balances with the Reserve Bank — 
Borrowings from the Reserve Bank -+ 


Investments in government securities ..  .-. 
Central Government deposits with the Reserve 


Foreign assets of the Reserve Bank .. 


Bank 


1952 1952-53 1953 
12 April to 25 Oct. 1952 to 9 May to 
26 Sept. 1952 8 May 1953 25 Sept. 1953 
— 874 +-1,089 —1,152 
— 305 — 217 + 14 
—1,180 + 872 —1,138 
+ 316 + 88 + 80 
—1,075 + 781 — 762 
+ 156 — 282 + 105 
— A0dl + 245 — 237 
+ 132 — 138 + 331 
— 26 — 396 + 383 
— 254 + 260 — 199 


Source: Reserve Bank of India. 


a. Including State Governments deposits with the Reserve Bank. 
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November 1953) shows a small expansion in money 
supply, entirely due to the decline in government deposits 
with the Reserve Bank, while the banking system was 
still increasing its liquidity with larger cash and reserves 
and a slightly lower volume of loans. 


These facts suggest that there was at the end of 
1953 no danger of inflation, since higher government 
spending continued to be offset by the attitude of the 
private sector. 


PROSPECTS AND POLICIES 


So far, rising expenditure on the Five-Year Plan 
has caused neither monetary disequilibrium nor balance 
of payments difficulties. Availability of foreign resources, 
lack of private investment activity and the problems of 
organization which have slowed down government invest- 
ment may account for this stability, but there is room 
and need for an increase in investment, since the present 
level of expenditure seems insufficient to maintain indus- 
try operating at full capacity. The Minister of Finance 
announced in November 1953 a decision to increase 
public expenditure connected with the Plan to Rs. 
6,250 million per year in 1954/55 and 1955/56, a rate 
approximately double that of 1950/51 and 1951/52. 
While a higher rate of government investment would 
increase the budgetary deficit, there appears little danger 
at present that serious inflationary consequences would 
ensue, and it appears that efforts to accelerate the work 
of government planning and executive agencies might 
well be combined with measures to stimulate private 
industrial investment. 


This conclusion is reinforced by a consideration of 
the labour situation. While the Plan by no means 
exhausts the possibilities of progress in agriculture, there 
are limits to the rate of useful investment in that sector 
arising from the limitations of supply of trained per- 
sonnel capable of assisting in the introduction of new 
techniques. Furthermore, even if greater efforts could 
be put into increasing agricultural output, this would 
be unlikely to absorb the under-employment of the rural 
areas, which is the core of the employment problem. 
In most cases, improvement in production methods will 
prove to be labour-saving, and with the present small 
size of holdings increased population on the land is 
likely to be a drag rather than a spur to higher yields. 
On the other hand, the professions are over-crowded 
and industrial employment prospects are unfavourable, 
Thus, although agricultural development has so far 
provided the quickest and most economical means of 
raising national income, and has at the same time 
provided some relief to the balance of payments, it 
seems that attention must turn once again to industrial 
development now that a substantial number of agricul- 
tural schemes have been successfully launched, and that, 
as mentioned above, lower returns may be encountered 
in a continuation of large scale irrigation works. 


In this field there are some serious problems. ; The 
first Five-Year Plan has made a beginning 1n providing 
some of the requirements for the development of industry 
on a large scale—such as power and transport facilities. 
Certain industries essential to the progress of the Plan, 
such as fertilizer production, have now been established, 
and other basic industries of long standing, such as 
steel and coal mining, are being expanded. However, 
neither government enterprise nor large-scale private 
industry, while unavoidably making substantial demands 
on India’s scarce resources of capital, appears capable 
of absorbing the large numbers of workers presently 
unemployed or under-employed. 


While both government investment and foreign 
capital inflow need to be increased to supply the types 
of industries and facilities for which the Indian business 
community does not have either the resources or the 
technical experience, greater attention should perhaps be 
given to providing the incentives and the means for the 
development of the multifarious types of enterprises 
which can be started only by local private initiative. 


Such enterprises are best fitted to alleviate the 
employment situation, but while their capital demands 
are low, their productivity is equally low and they con- 
tribute to increasing per capita incomes only to the 
extent that they absorb unemployed resources. Co- 
operation between the government and private enterprise 
has by no means reached its limits. The operations of 
the Industrial Finance Corporation have been on a small 
scale, while government control over private investment 
has often acted as a brake, which may have been justified 
when inflation was threatening but has since lost its 
justification. Moreover, present policies of tariff protec- 
tion for industries which it is desired to encourage might 
require to be supplemented by some form of guarantee 
of steadier markets. In the conditions prevailing in 
India, government research might play an important role 
in developing techniques of production that are capital- 
saving rather than labour saving, in order to encourage 
small-scale enterprise. 


While such co-operation between government and 
private firms should in the long run provide the most 
economic basis for developing the economy, there may 
be little that the government can do in the short run to 
create a more enterprising attitude among private inves- 
tors. Until such a change does occur, the main burden 
of ensuring a higher rate of investment will fall y 
the government, and one of its main problems wil] } 
develop the flexible institutions that such a policy 
requires. At the same time, the machinery of ¢o- 
operation that has been established between the Central 
Government and the States will need to be maintained 
and strengthened if the fundamental objective of direct. 
ing into investment a large share of future increments 
in national income is to be secured. 


pon 
e to 


Chapter II. 
INDONESIA 


INTRODUCTION 


The Korean war boom caused serious inflation in 
Indonesia. Improvement in the terms of trade and 
expansion of exports led to a considerable rise in money, 
and also in real incomes, widely distributed through 
wage increases and rising prices of home-produced 
goods. Production, though responding to this stimulus, 
barely exceeded the pre-war level, and production per 
capita did not reach the pre-war level. The supply of 
consumers’ goods in particular did not keep up with 
increasing incomes, and rising expenditure led to strong 
upward pressures on prices. 


The collapse of the boom brought readjustment 
problems springing from the widespread need for 
retrenchment, while inevitable delays in adjusting the 
government’s fiscal policy led to large budgetary and 
balance of payments deficits. 


The principal problem now confronting the govern- 
ment is the adjustment of levels of consumption and 
development spending to the volume of productive 
resources available in the economy which can now be 
supplemented only by a reduced volume of foreign 
exchange earnings. 


PRODUCTION 


Neither agricultural nor industrial production was 
quick to recover after the war; imports of capital goods 
were less than pre-war, while unsettled conditions and 
labour difficulties prevented rapid progress. Only in 
1951, under the stimulus of the Korean war boom did 
most branches of production reach the pre-war level, 
and progress since then has been uneven, a number of 
export crops showing little advance and others even a 
decline. 


However, during 1951 and 1952 capital expenditure 
by the government increased rapidly; imports of capital 
goods reached the pre-war level in 1951, and exceeded 
it in 1952, though still accounting for only 18 per cent 
of the value of imports, as against 20 per cent before 
the war.! The value of capital goods imports continued 
to expand as the flow of deliveries increased against 


1951 and 1952 orders in the first nine months of 1953. 


1. The share of capital goods in total imports was, however, nearly 
24 per cent in 1949, owing to exceptionally large imports by the 
oil companies. 


The country is more settled, and industrial disputes 
which cost 7.8 million man-days in 1950, fell to less ten 
a million in 1952 and were at an annual rate of about 
100,000 man-days lost only in the first half of 1953: a 
bill now in preparation is expected to consolidate this 
improvement in labour relations. 


Labour costs are now much higher than pre-war; 
for example, it is estimated that in 14 industrial groups 
the number of employees in 1951 had risen to 70 per 
cent above that of 1940 with wages and salaries 10 
times as high, but with labour productivity below that 
of 1940, in some cases as low as 50 per cent.2 Other 
scattered data suggest that money wages (including 
various benefits) may have risen between ten and thirty 
times compared with pre-war. Prices are also much 
higher; in the home currency, between twenty and thirty 
times the 1938 level. Reckoned in dollars, this is a 
rise of three to five times, as compared with a two or 
three fold increase in international prices. These 
increases have handicapted export industries and those 
producing goods in competition with imports, but the 
concurrent rise in incomes has stimulated demand for 
home-produced goods protected by high import duties 
and import restrictions. 


Industry 


In 1953 economic difficulties led to a cut of 41 per 
cent in budgetted funds for capital expenditure, but the 
rate of physical investment did not fall so drastically 
since capital goods ordered in 1952, before the cut, were 
delivered in 1953. Among government-owned factories 
being erected under the Emergency Industrialization 
Programme and now nearing completion are a printing 
works, plants for remilling rubber,’ a desiccated coconut 
factory, glass factories,” and a spinning mill.® Pro- 
vision of cheap credit and even of factories by the 
government is helping small private firms. 


Java Bank Report, 1952/53, p. 177. 

3. Three out of the five factories erected in 1952 should start produc- 
tion towards the end of 1953. The total productive capacity of the 
five factories is 7,200 tons per year. 


4. This factory started production in January 1953 with an output 
of 7,000 tons a year working in three shifts. This is the first 
coconut factory to be established in Indonesia. 


5. The original plan called for 10 factories, but by the middle of 
1953 at least eight more private factories had been established 
using broken glass. During 1953 at least three factories have 
switched from using broken glass to original raw materials. 


6. The machinery for the 30,000-pindle unit arrived in late 1952 and 
the factory should start production around the middle of 1954. 
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Only scattered indications are available on the 
restoration of productive facilities in private under- 
takings. Considerable increases both in capacity and 
output have been registered in a number of industries, 
such as textiles, tyres, radios, light bulbs and cigarettes. 
With increases in capacity, textile piecegoods output 
increased from 23 million metres in 1951 to 29 million 
metres in 1952 and to an annual rate of 41 million 
meters in the first half of 1953. There were similar 
increases in output of other textiles such as sarongs 


and towels. 


Food 


In 1951/52 most food crops approached or exceeded 
the pre-war level and in the next crop year rose further 
(see table 23). Several factors contributed to this 
increase. The area devoted to food crops was larger 
because the prices of these had risen relatively to that 
of other crops, the weather was favourable, and the 
government distributed fertilizers cheaply, provided 
improved seeds, undertook the repair of irrigation canals 
and the control of plant diseases and posts, and made 
special efforts to expand both wet and dry rice cultivation. 


Although in 1952 fertilizer imports were barely 
one-quarter of their 1938 volume, the area of rice cul- 
tivation en which chemical fertilizers were used increased 
from 15,000 to 65,000 hectares in the course of 1952, 
while the area where green manure was used increased 
from 20,000 to 36,000 hectares. In the first nine months 
of 1953 it was about 20 per cent more than the average 
in the whole of 1952. One million hectares of irrigated 
land, 25 per cent more than in the previous year, were 
planted with improved varieties of rice in 1952, but 
government seed farms, though they more than doubled 
in number in the last few years, still cannot provide 
enough seed for the 2 to 3 million hectares of suitable 
irrigated land. 


TABLE 23 


INDONESIA: PRODUCTION INDICES OF 
SELECTED FOOD CROPS 


(pre-war average = 100) 


1952/53 
1950/51 | 1951/52 | 1952/53 (000 tons) 

Rice (paddy) Le we 86 92 97 9,663 
Maize mat os VO ak 93 98 109 2,666 
Sweet potatoes and 

VGms Fee we oe lll eS 123 1,800 
Cassava Sek ak) avd 99 104 109 8,232 
Soybean Cie on 106 112 115 278 
Groundnut sa 0) =. 98 103 isi7/7 256 
Source: FAO. 
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Although rice production has increased significantly 
in 1951/52 and 1952/53, 530,000 tons were imported in 
1951 and 760,000 tons in 1952, accounting for nearly 
three-quarters of the value of food imports. The increase 
in rice imports was stimulated by increased purchasing 
power in the hands of the consumers and favoured by 
the effort of the government to curb inflationary pres- 
sures through an increase in the supply of consumption 
goods. In the first nine months of 1953, rice imports 
were continuing at the rather lower annual rate of 


400,000 tons. 


Production for export 


There have been striking developments compared 
with pre-war in the share of exports taken by the three 
major export commodities, rubber, tin and petroleum. 
Rubber exports accounted for a much larger share partly 
because of greatly increased production and partly be- 
cause of sharp price increases. The same factors have 
raised the share of tin in the total value of exports; 
but in the case of petroleum, increases in quantity rather 
than in price have been the determining factor. In 
1951 these three commodities together accounted for 
about three-quarters of the value of exports whereas in 
1938 they only accounted for about half. 


In contrast, the share in exports of such staples as 
sugar and tea have declined, and the same applies to 
most of the minor export commodities such as coffee, 
tobacco, quinine, hard fibres, tapioca, pepper and spices, 
kapok, timber and coal. Production of these commo- 
dities is lower, largely because of a failure to recover 
from the effect of war, but partly because labour costs 
have been rising sharply, and partly because much 
land which previously was used for their production 
is now used for rice for the home market. 

Rubber: In 1951 rubber production equalled nearly 
twice the production in 1949, and was more than double 
the 1938 production.' 


1. It may be noted that pre-war output of rubber was artificially low 
owing to the international rubber restriction scheme. 


TABLE 24 


INDONESIA: PERCENTAGE DISTRIBUTION OF 
TOTAL EXPORTS BETWEEN PRINCIPAL 


COMMODITIES 
1949 1950 1951 1952. | _ 1953 
re - 7 | Jan-Sep) 
Estate rubber 11.4 12.0 ie el 23.8 18.2 
Native rubber 12.7 31.4 34.8 27.4 | 17.7 
Petroleum .. 28.5 18.9 13.2 198 | 94'6 
Tints Ohare wets y 6.3 6.4 ga *|! eee 
Copra.. ..| 10.8 7.4 10.2 58) tee 
Ted. _caih 3.7 35 2.9 oq | oe 
ss 21.1 ; 5.3 : 
Others . 11.3 | 20.7 
"eit 


Source: Central Bureau of Statistics. 
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This sharp increase was due largely to a rapid 
xpansion of production on small holdings in response 
© price increase consequent on the Korean war and 
ater to increases in estate production of rubber which 
eacted less promptly to the stimulus of higher prices. 
small holders’ rubber output more than doubled between 
949 and 1951, whereas the output of estate rubber 
ncreased by only one-third. However, in 1952 produc- 
ion of small holders’ rubber decreased by 23 per cent 
ind its exports which had been at 550,000 tons in the 
srevious year, fell by 18 per cent, while production of 
‘state rubber rose by 30 per cent and its export by 
early 50 per cent from about 200,000 tons to nearly 
100,000 tons. In 1953 the estates output was maintained 
vhile smallholders production declined further; prices 
n the middle of 1953 were 20 per cent below those of 
nid-1952 and were at levels comparable with those pre- 
ailing before the outbreak of the Korean war. In the 
econd half of 1953 (November) prices fell by another 
5 per cent. Export duties were reduced by steps in 
he second half of 1952, remained at about the pre- 
Sorean war level and were again reduced slightly in the 


hird quarter of 1953. 


The estates are confronted with rising cost of pro- 
luction, mainly through increase in money wages. 
\ccording to an estimate of the Java Bank the cost 
f production of estate rubber in 1952 was approximately 
louble the cost in 1951. Despite some rise in labour 
yroductivity and an increase of 50 per cent in the local 
urrency value of exports as a result of devaluation 
arly in 1952, many rubber estates no longer cover 
heir full costs. This situation is all the more serious 
ince the need for investment in the industry is acute. 
Jwing to the pre-war restriction scheme, the war, and 
he unsettled conditions of the last few years, only an 
nsignificant percentage of the trees are less than 20 
rears old. Under present cost-price relationship the 
ndustry continues to live on its capital. 


Zopra: Exports of copra, which had been recovering 
apidly since 1949, nearly reached the pre-war volume 
n 1951, but fell rapidly in 1952 and in the first half 
f 1953, partly due to the reduction in output and partly 
lue to the increase in domestic consumption. The 
Jopra Fund had prevented the sharp fluctuations in the 
vorld market price from having their full effect on 
lomestic prices; the spread between its buying and 
elling price was increased in the boom, and reduced 
n the recession. However, the Copra Fund allowed the 
resh rise in price of copra towards the end of 1952 
nd early in 1953 to affect domestic prices more directly: 
he buying price was raised by more than 50 per cent 
n less than a year, or about as much as the export 
rice! Partly as a result, the volume of exports in the 


By March 1953 it was Rp.140 per 100 kg as compared with Rp.90 
per 100 kg in August 1952. 
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third quarter revived and was slightly above the 1952 


average and about 40 per cent above the corresponding 
quarter of 1952. 


Tea: ‘Production and exports of tea from Indonesia, 
even in 1951 when exports reached their peak, were 
nevertheless very much below pre-war, because of 
unrepaired war damage, disturbed conditions and the 
blister blight disease. In 1951/52 exports were 57 per 
cent below, and in 1952/53, 66 per cent below the 
export quota fixed by the International Tea Agreement. 
The volume of export in the first nine months of 1953 
averaged 10 per cent below 1952. As in the case of rubber 
production, the estates are faced with growing difficulties 
due to the continuing rise in wages which has upset 
cost-price relationships and discouraged new investment. 
Indonesia has difficulties in competing in world markets 


even though the general export duty was abolished in 
April 1952. 


Sugar: The problems of the sugar industry in Indonesia 
are centred around difficulties of rehabilitation and 
restoration of law and order. Labour disputes and 
strikes, rising money wages,” and difficulties in leasing 
land from peasants because of the greater profits from 


2. Money wages on the sugar estates in Java at the end of 1952 were 
12 per cent and 460 per cent above the 1951 and 1949 levels respec- 
tively. 


TABLE 25 


INDONESIA: INDEX NUMBERS OF TOTAL VALUE, 
QUANTUM AND UNIT VALUE OF 
SELECTED EXPORTS 


1949 = 100 
1950 1951 1952 1953? 

Estate rubber 

WVfodthts) Maio: © Ghats 159 366 370 249 

Quantum 7 oe 110 132 192 194 

Unit value... ~~. 144 277 192 128 
Native rubber 

Malueeiide «co 371 665 379 216 

Quantum Rae dag 210 235 194 160: 

Unit value .. .. 177 283 196 135 
Petroleum 

Value eet wees 99 113 eS} 134 

Quantum tas) ge 103 106 130 165 

Umiteviciuie rss 96 106 94 81 
Tin 

nifetiil:) | re Sanecn NAIC 81 134 142 129 

Quantum He Bora 101 103 117 104 

Unit values a.) > 80: 131 122 124 
Copra 

VGlie oss Ga. Cals 103 231 91 91 

Quantum art mae 93 166 109 86 

Unit value 5 «as 112 139 84 106 
Tea 

VIR 5. singe sie 142 193 123 121 

Quantum $7. ces 132 190 150 134 

Unit Value Ge i. 108 102 82 90 


NOTE: Compiled by the Secretariat of ECAFE on basis of national 
trade statistics. 
a. Jan-Sep at annual rate. 
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rice cultivation have all contributed to the low level 
of estate production. Recovery in sugar cultivation was 
quite slow until 1953 and in 1952 the area under factory 
sugar was only about half that in 1938, and productivity 
per hectare has fallen by over 40 per cent: as a result, 
sugar output was 458,000 tons in 1952, as compared 
with 1.4 million tons in 1938, and exports-—which 
reached 1.2 million tons in 1938—were insignificant in 
1952. The government has taken a series of measures 
to encourage sugar cane production both by estates and 
by small growers and not without some success: the 
area devoted to cultivation by small growers rose in 
1952 to about 20,000 hectares as compared with 12,500 
hectares in 1937. In 1953, production of factory sugar 
increased to 615,000 tons because of increased planting 
and improved security, and in 1954 production is 
expected to reach 800,000 tons. Since domestic require- 
ments of sugar amount to about 450,000 tons, exports on 
a significant scale have begun in 1953.1 Exports of 
sugar in the third quarter 1953 rose sharply to 34,000 
tons as compared with about 3,000 tons in the whole 
of 1952. During the second half of 1953, 100,000 tons 
of factory sugar were exported or contracted for early 
delivery. 


Tin: Production and exports of tin-in-concentrates had 
already exceeded the low 1938 level before 1950 but 
failed to respond to the threefold price rise during the 
Korean war boom. Nor has tin output been much 
affected as yet by the price declines which had, by 
August 1953, brought the world price slightly below the 
average of 1949, because the tin agreement signed with 
the United States in 1952 has kept the price of exports 
to the United States which constitute about half of 
total exports at $1.18 per lb f.o.b. Djakarta2 A down- 
ward price adjustment is expected for 1954. 


Cost increases do not set so acute a problem in 
the tin industry as in the agricultural estates; between 
1949 and mid-1953 money wages in the tin mines 
increased by 50 per cent only. Nevertheless, there has 
been no investment in tin mining other than replacement 
and some deepening of the older mines on Billiton island. 
Prospecting is continuing but so far no discovery of 
tin deposits has been made. 


Petroleum: Successful rehabilitation of the petroleum 
industry and the import of crude oil for refining’ made 


1. The Indonesian delegation at the International Sugar Conference 
held in London in August 1953 tried to obtain quotas of 400,000 
tons. 550,000 tons and 700,000 tons for the following three years. 
Under the terms of the proposed International Sugar Agreement, 
which was prepared by the conference, Indonesia was given a basic 
export allocation of 250,000 tons, but Indonesia has not accepted 
the agreement. 

2 Indonesia agreed to deliver 18,000 tons of tin per year with an 
option to sell a further 2,000 tons on the same terms. If, however, 
there should be a decline in production, the total deliveries need 
not amount to more than 58 per cent of production. The price of 
$1.18 per lb. f.o.b. Djakarta is equivalent to £965 per long ton in 
London. The price prevailing in August 1953 in London averaged 
£595 per long ton. 

8. Crude oil was imported in order to keep the refineries in full 
operation when domestic output of crude oil was low in the early 
post-war years. This profitable practice has been continued even 
though production of crude oil in 1952 has Surpassed pre-war. 


it possible to increase production and exports of petro- 
leum products, and in 1953 they exceeded the 1938 level 
by nearly 50 per cent. Investment by the petroleum 
companies has been at a high level; large quantities 
of capital goods were imported in the early post-war 
years and significant amounts in 1951 and 1952. Under 
the “let alone” agreements, the petroleum companies 
were excepted from exchange control, keeping whatever 
foreign exchange they earned but also providing foreign 
exchange for rehabilitation from their own resources* 
The “let alone” agreements with two of the oil companies 
expired on 1 January 1952 and were not renewed, while 
the agreement with Bataafsche Petroleum Maatschappy 
will expire on 1 January 1956. 


While the companies income tax was raised in 1952 
from 40 to 52.5 per cent, the special duty of 15 per cent 
levied on petroleum exports was abolished at the end 
of the year and the sums previously collected were 
refunded. 


BALANCE OF PAYMENTS 


The main reasons for the considerable fluctuations 
which have taken place Jie in the variations in prices 
of Indonesia’s major exports. There is normally a 
deficit on invisibles so that an export surplus is 
necessary to balance the current account. But export 
surpluses were only secured in 1950 and 1951. the boom 
years; in 1949, 1952 and 1953 there were deficits. 


Chart 22 


INDONESIA: VALUE OF IMPORTS AND EXPORTS 


ieee eno tour tose 


The deficit on account of goods and services in 
1949 was large, and indeed was equal to almost 40 
per cent of the value of exports, though the adverse 
trade balance amounted to only about 4, per cent of 
the value of exports. A major step tow 


4. Contrary to popular opinion. the operation 


ards the correc- 


of this 
not been detrimental to the balance of payments soci re: 
‘ : : - 


estimate of the foreign exchange receipts an - 

oil companies between 1945 and 1951, excluding penditures of the 
fits and amortization, gives an excess of foreign Pate ante, of pro- 
ture over foreign exchange receipts of Rp.145 pa expendi- 
Report on Indonesia’s Balance of Payment weak ‘lon. Source: 
Minister of Finance to Parliament in Decembey ese _by the 
Economics and Finance in Indonesia, January 1953. reprinted in 
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TABLE 26 
INDONESIA: BALANCE OF PAYMENTS 


Million dollars 


| 1949 | 1950 1951 1952 1953 
| | 
mports (f.0.b.) 424 | yh PAS 886 
c ; 886 766 
mports (c.i.f.) —439 —443 —855 —977 714 
trade helene ae — 15 334 402 — 91 52 
2et services eens Xa: Piivoath 4 5 —144 — 94 —223 —162 —136 
-alance on account of goods and services —159 240 179 —253 — 84 
| 
source: IMF; net services for 1953: Consultative Committee on Econo- a. Half year at annual rate. 


mie Development in South and South-East Asia. 
‘ENERAL NOTE: No sign indicates credit; minus sign indicates 
debit. Rates applied for dollar conversion: 1949: US$0.287 per 


rupiah; 1950, 1951: US$0.263 per rupiah; 1952, 1953: US$0.087 per 
rupiah. 


on of this position was taken in March 1950 when a 
ystem of exchange certificates was introduced which 
as tantamount to a devaluation of the currency, com- 
ined with additional discrimination against imports. 
m 1950 and again in 1951] the balance on account of 
oods and services improved and showed a surplus. 


Nevertheless the system of multiple exchange rates 
vas maintained and even developed by the introduction 
£ a slight element of discrimination against dollar 
mports and in favour of dollar-earning exports. Apart 
tom this action, there was no change in the effective 
ate of exchange for either exports or imports and thus 
he government took no special steps to draw additional 
‘evenues from the export boom. 


Meanwhile the internal situation had been develop- 
ng in a rather unfavourable way. In 195] substan- 
ial inflationary forces generated by the rise in the value 
»f exports made themselves apparent; in 1952 the large 
sovernment deficit maintained high levels of income 
ind the balance of payments began to go sharply into 
leficit. In February 1952 the government did away 
with the system of exchange certificates except for dollar 
rade and at the same time devalued the currency. How- 
sver, prior to devaluation, the system of exchange certi- 
fcates had maintained effective rates of exchange differ- 
ing from the official rate, and the effect of devaluation 


b. Including private donations. 


for imports 


the official 


was merely to bring the effective rates and 
rates together, so that the domestic prices 
of imports were unaffected and demand for them not 
reduced by price effects. Devaluation did increase the 
domestic currency value of export earnings, but this 
did not all accrue to the private sector, for additional 
export duties were imposed on a number of important 
commodities and cusoms yields increased sharply. 


However, as the year progressed it became apparent 
that full control had not been secured and in August 
1952 there was a reversion to a system which is equiva- 
lent to a multiple exchange rate, import surcharges 
ranging from 30 to 200 per cent being imposed on wide 
groups of commodities according to their degree of 
essentiality. In the third quarter of 1953, in order to 
promote exports, the system of inducement certificates 
was again introduced for rubber, cattle, leather, rattan 
and handicrafts. Exporters of these commodities received 
certificates averaging 10 per cent of the export value 
and against which import licences for luxury imports 
could be obtained. 


Although the surplus on trade in the first nine 
months of 1953 was at an annual rate of $45 million, 
foreign reserves declined by $110 million between May 
and November 1953—resumption of a trend which had 
been halted at the end of 1952. 


TABLE 27 
INDONESIA: GOVERNMENT BUDGETS# 


Million rupiahs 


1951 


| E 1951 1951 1952 1952 1953: 

1950 First Second Provisional Basest Provisional | Provisional 

Estimate estimate estimate result sige result estimate 

| we = 
Net revenue 4,093 6,080 9,964 10,303 9,179 9,683 7,580 

if 

} 4 

Net expenditure | 5,829 7,067 10,368 | 9,108 13,506 13,192 9,37 
Balance fee opo7geee pee at. 987 — 404 | 41,195 —4,327 —3,509 1,794 


Source: 1951 First estimate: Nota betraffend de Teestand van’s Lands 
Financion, Ministry of Finance, January 1951; other figures: Bank 
of Java Report, 1952/58. 


a. The figures are the net figures as given in the above sources and 
not comparable with those published in the Economic Survey of 
Asia and the Far East 1951, appendix table KI, to which various 
adjustments were made. 


PUBLIC FINANCE 


The Indonesian Government has been confronted 
with exceptional difficulties in the formulation and 
execution of its fiscal policy: since it took over the 
administration in 1950, it has had to face severe trade 
fluctuations and the impact of inflation at a time when 
its administrative machinery was in the process of being 
built up and was as yet inadequate to deal with the 
rapidly changing situation. 


Table 27 indicates the changes in budgetary policy 
under the impact of rising prices and buoyant revenue. 
The budget for 1951, by the time it was presented in 
January 1951, was already known to have been under- 
estimated. The rises in revenue and prices led towards 
the end of the year to a revision which, despite a 50 
per cent increase in estimated revenues, provided again 
for a deficit though a small one, even in face of the 
inflationary pressures generated by the rise in export 
prices. Planning of expenditure on so generous a scale 
was prompted by the desire to start urgently needed 
schemes of rehabilitation and development and _ the 
optimism created by the buoyancy of revenue, but the 
administration over-estimated its spending potential and 
in fact a surplus emerged in 1951. 


During 1951 increases were granted in civil service 
salaries and projects were started, the expenditure on 
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Moreover, 


which had its full effect only in 1952: 
government revenues fell in 1952, budgetary control 
proved inadequate,! and a large deficit emerged, with 
reactions on incomes and the balance of payments. In 
1953 revenue and expenditure have been better co- 
ordinated and budgetary policy appears to have played 
a more effective part; on the revenue side, provisional 
actuals for the first 9 months of the year indicate that 
export taxes fell below the budgeted level (as indicated 
in table 28), but this shortfall was more than made good 
by a substantial increase in corporation taxes. Expendi- 
ture is also reported to have been in the first 9 months 
consistent with budget estimates. 


The extreme sensitivity of revenue to changes in 
the volume of external trade is largely due to the fact 
that taxes on foreign trade account for a large proportion 
of revenue; customs taxes and other receipts derived 
directly from foreign trade amounted to Rp.6,835 million 
in 1951, fell to Rp.5,297 million in 1952 and were 
estimated at Rp.4,171 million in the 1953 budget. 


In 1951 the main source of revenue was the 
Exchange Certificates which importers had to procure 
in order to obtain the right of buying foreign exchange. 
The system was abolished with the devaluation of the 
1. The 1952 budgetary estimates were presented only during the 


second half of the year; thus they reflected largely expenditure al- 
ready incurred or committed. 


TABLE 28 
INDONESIA: GOVERNMENT REVENUE AND EXPENDITURE 


Million rupiahs 


provisional results 


Net government revenue 
Direct taxes 
Indirect taxes ne 
Domestic trade 
Foreign trade 


ld gofege Chis) co o6 oa da un oe 1,309 
Import duties murssiaie ey eritameer yn es 1,404 
Foreign exchange certificates, import 
surcharges Wile Me a Poets 4,122 
Government industries and miscellaneous 
receipts4 


Total net revenue 


Gross government expenditure 
Current: Security 
Economic 
Others 
Capital: Security 
Economic 
Others ase 
Total gross expenditure .. 
Adjustment to a net basis® .. .. 
Adjustment from budget to resultsf 
Total net expenditure 


a ] 
1951 yosoh | 1953 
budget estimates 
1,364 1,756 | 1,329 
1,686 1,857 1,609 
6,835 ae 5,297 | 4,171 
: 1,246 
1,396 1,275 
2,082 |  L6s0 
418 480 
472 
10,303 3,330 7,581 
5,324 7,338 | 
2,008 4,297 aa 
3,298 ane 2,563 
ae 2 
2,327 1.366 
i 201 "76 
10,630 17,563 13,216 
—},522 —4,057 ee 
— 314 3,842 
9,108 13,192 | 9,374 


Source: Java Bank Report, 1952/53. 


No breakdown available for 1951 between current and capital ex- 
penditure; capital outlay included with current expenditure. 
b. Provisional results for net government revenue; budget estimates 
for gross government expenditure. , 
c. Indirect taxes on domestic trade include turnover and sales tax 
excise and processing taxes. : ro 


d. Stamps, licences, lotteries, miscellaneous taxes, a“ 
prises and other receipts. Sovernment enter- 

e. Expenditure only available on a gross basis; the aq 
eliminate transfers and double counting can only he 
total. i 

f. Breakdown of expenditure for 1952 only 
figures and not for provisional results: bud 
given exceeded actuals by Rp.314 million. 


justment to 
done on the 


available for bud 
get 
geted expenditures as 


CHAPTER 11. 


upih in February 1952,' but additional export duties 
vere levied to absorb some of the export profits resulting 
com the lower exchange rate. These special duties were 
educed or abolished as falling commodity prices made 
aeir burden particularly heavy. 


The import surcharge system, introduced in August 
952, restored in part the loss of revenue resulting 
rom the abolition of exchange certificates. The system 
liscriminates against non-essential imports and con- 
titutes in part a multiple exchange rate system.? 


The data available on the expenditure side relate 
o gross outlays; only budget estimates are available for 
952 and the provisional results for 1951 do not show 
apital expenditure separately. While comparisons are 
hus difficult, it appears that the main increase in 1952 
‘xpenditure was for economic affairs; capital outlays in 
952 were larger than total expenditure, both current 
ind capital, under this heading in 1951. 


While the economies in the 1953 budget have fallen 
veavily on capital expenditure, it is presumed that the 
suts have been made selectively and the slowing down 
»{ development is likely to be far less significant than 
he figures indicate. 


i. It was retained for exports to and imports from the dollar area, 
but limited to a small inducement to exporters and surcharge to 
importers. 

», Under the surcharge system as revised in January 1953, essential 
goods are exempt while taxes of 33, 100 and 200 per cent are ap- 
plied to various categories of imports. 


INDONESIA 


THE COURSE OF INFLATION 


The rise in the value of exports in the second half 
of 1950 and in 1951 has been the main driving force 
behind the emergence of inflationary pressures. Table 
29 shows that in those two years the government was 
not successful in preventing the additional earnings from 
flowing into the income stream. 


This rapid rise in incomes was widely distributed, 
partly because money wages in estate agriculture rose 
two and a half times in 1950, and absorbed a substential 
part of export profits. In addition, in 1950 much of the 
additional income particularly that arising from rubber 
exports accrued to smallholders as well as to estate 
owners. 


Private consumption expanded very rapidly, and 
this was immediately reflected in an increase in the 
price of rice by nearly 80 per cent between July and 
December 1950. While this increase was partly seasonal, 
the situation was aggravated by the short fall of the 
1951 harvest. Between August 1951 and August 1952 
the free market price for rice rose three-fold in 
Djakarta and Semarang, and even more in Surabaya.3 
The rise in incomes from production and trade in rice 
spread further the increases in purchasing power. 


In the general atmosphere of rising prices, a 
widespread buying spree developed, and both traders 
and consumers sought to store up consumption goods, 


3. In contrast it may be noted that the unit value of imported rice 
rose by 4 per cent only between 1950 and 1951. 


TABLE 29 
INDONESIA: INDICATORS OF INFLATION 
1949—1950 1950—1951 1951—1952 1952—1953 

Private income (Million Rp.) 

A. Changes in value of exports? .. .. . 2572 3,655 462 —1,786> 

B. Changes in export tax collection® .. .. .. 368 817 510 — 575 

C. Changes in private incomes directly due to 

exports (A-B) 3,204 2,838 — 48 —1,211 

Banking and finance (Million Rp.) 

D. Changes in money supply? .. .. .. .. .- 300 1,209 1,021 1,680 

E. Changes in advances outstanding from the Bank : 

of Indonesia to the Government©.. .. .. .. 1,504 i bps 3,071 2,451 

F. Changes in loans eg emi from the banking 

system to the private sectord® .. .. .. .. 430 1,323 358 3 

Index numbers of wages & prices (previous year—=100) 

G. Changes in wage rates in estate agriculture .. 254 160 85 eee 

H. Changes in price of foodstuffs .. .. .. .. 116 167 105 105! 

I. Changes in wholesale price of imported goods 206 138 95 106! 
cassis Central Bureau of Statistics, Bank of Indonesia. c. Provisional results for 1949, 1950, 1951 and 1952. Budget for 1953. 
a. Trade figures (excluding petroleum and its products) have been d. September to September. 

corrected to take into account the effective exchange rate. e. December to December (last Wednesday). p 
Rates used: January—March 1949 $1 = 2.64 f. The revaluation profits on gold assets. of the Bank of Indonesia 
April 1949—February 1950 = 3.80 were transferred to the government in May 1953 and thus the 
March 1950—January 1952 ee advances to the government decreased by Rp.1,734 million. Since 
February 1952—September 1953 = 11.40 this decrease does not affect the money supply the figure shown for 


For a historical summary of the exchange rate system of Indo- 
nesia see June 1953 issue of International Financial Statistics 
(1.M.F.) 

b. 1958: Annual rate of the first half of the year. 


net advance to the government does not take it into account. 
Including government trading enterprises. 

Average of sugar and perennial crops in Java (absolute wage). 
1953: Average of first nine months| 


mR 


(t 


the imports of which (excluding foodstuffs) rose from 
less than Rp.500 million to more than Rp.1,200 million, 
and accounted in 1951 for nearly 40 per cent of the 
value of total imports as against less than 30 per cent 
in 1950. The limiting factor to the increase appears 
to have been supply availability rather than demand.' 


The banking system supported the inflation by 
increasing advances to the private sector by more than 
Rp.1,150 million in 1951, while advances to the govern- 
ment declined. The indications are that the inflation 
of 1951‘originated in the private sector of the economy. 
Government accounts show a surplus for the financial 
year 1951 of nearly Rp.1,200 million and the balance 
of payments on account of goods and services a surplus 
of only half that amount ($179 million or Rp.680 
million). Expenditure in the private sector, therefore, 
must have exceeded incomes, and it appears that part 
of this expenditure has taken the form of stock 
accumulation. 


However, in 1952 the picture was reversed: the 
cost of living rose only slightly, incomes accruing from 
exports fell and private expenditure fell below private 
income; on the other hand, the government in 1952 
incurred a deficit of Rp.3,500 million, largely reflected 
in growing imports and resulting in a sharp fall in 
foreign reserves. 


The Food Foundation which was reorganized early 
in 1952 succeeded in bringing down the price of rice, 
both through increased internal procurement, which 
picked up after the better 1952 harvest and through a 
large volume of imports. Its price policy created a 
strong pressure on private traders and the domestic 
price of rice fell considerably in the course of 1952. 


At the same time the government took action to 
curb speculative imports by private traders. The work- 
ing capital of importers was squeezed by the requirement 
imposed in August 1952 that 40 per cent down payment 
be made on application for an import permit. The 
import surcharge tax had to be paid as soon as the 
import permit was granted. The effect of these measures 
was partly cancelled by further advances from the 
banking system to importers (this increase in advances 
of Rp. 333 million in 1951/52? took place against a 
background of falling prices and business activity). 
The government reacted by raising the down payment 
requirement to 75 per cent in March 1953 and a little 
later by placing a ceiling on bank loans to the import 
trade. 


It appears, therefore, that in 1952 the government 
deficit was directly or indirectly the main cause of the 
high level of imports,? and measures taken to curb 
speculative imports by private traders could be of little 
assistance. 

t. From November 1950 to April 1951, import licences issued were 
more than twice as high as actual imports. 
The increase in the last quarter of 1952 was over Rp.59 million. 


The balance of payments deficit amounted approximately. to two- 
thirds of the government deficit. 


wp 
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CURRENT TRENDS AND PROSPECTS 

Considerable government efforts have been made to 
restore the economy to equilibrium, and although some 
success was secured in the first few months of 1953 
and the government deficit may remain within the 
budgeted limit, the situation appeared to deteriorate in 
the second half of the year. Between June and 
November 1953, the foreign exchange reserves fell by 
Rp. 910 million (or $80 million), nearly Rp. 300 
million more than the balance of payments deficit 
planned for the year. With the deterioration in 
the balance of payments, the free market price of the 
rupiah reached an all-time low in September.* Heavy 
foreign borrowing—over Rp.1,000 million in 1952—by 
the government to relieve the pressure on reserves will 
impose an additional burden of interest and redemp- 
tion payments. 

The government does not in any case expect to be 
able to eliminate the balance of payments deficit before 
1956, by which time reserves may have fallen to the 
minimum level required to finance foreign trade. It 
may be that attempts to tighten import restrictions would 
involve a risk of reviving inflation pressures.° A 
number of basic commodities which enter into the cost 
of living index are on the free list for imports. Never- 
theless, retail prices of food in Djakarta and other urban 
areas after falling in 1952 began to rise in the first 
eight months of the year. In the rural areas the 1952 
fall in food prices had continued in the first few months 
of 1953, but since May 1953 food prices have begun to 
rise again. The prices of imported goods rose in the 
first half of the year but were being stabilized in the 
third quarter. Further curtailment of government expen- 
diture which would go to the root of the problem of 
inflation appears to present severe difficulties; on the 
other hand, higher imports which could absorb the 
inflationary pressures are prohibited by the state of 
foreign reserves. 

Restoration of production is the only lasting way 
of restoring both internal and external equilibrium. but 
the trends are not all favourable. There is a continued 
increase in the output of food and petroleum and con- 
siderable recovery in sugar. But the output in the first 
nine months of 1953 of other major exports, such as 
tin and rubber, has fallen below the 1952 level. 

Few indications are available regarding recent 
changes in the level of consumption and investment: it 
may nevertheless be significant that while the value of 
import fell by 30 per cent from the second half of 
1952 to the first half of 1953, the value of capital 
goods imports declined by 6 per cent only. Tf this ene 
continues and inflation can be held in check, the run 
down of the exchange reserves will at least have se 
useful development purposes. 


ning 
rved 


4. The free market rate in September 1953 was R 
pared with Rp.23.5 in May while the official rate was R 

5. Additional import restriction would have g direct ae ee to $1. 

* money supply, as the government would have to bet ia: on the 
porters the 75 per cent down payment made for an im mburse im- 
granted but not yet utilized. Port licences 


P30 to $1 as com- 


Chapter 12. 
JAPAN 


INTRODUCTION 


The Japanese economy has made remarkable 
advances since the outbreak of the Korean war and out- 
gut has now considerably exceeded its pre-war level. 
The boom started with a sharp rise in prices, particu- 
arly of export commodities, stimulating the production 
of export goods. Since wages and the prices of domestic 
materials, such as coal, rose much more slowly, business 
profits increased and investment and the production of 
sapital goods were stimulated. Moreover, rising prices, 
the expanding volume of exports, and the additional 
income accruing from special procurement of the United 
Nations forces in Korea, brought about a remarkable 
improvement in the balance of payments, enabling Japan 
to build up its foreign reserves. Wages lagged behind 
rising prices and consumer expenditures in real terms, 
which had been growing yearly since the end of the 
second world war, remained stable throughout 1951. 


The trend changed early in 1952. With the passing 
of the Korean war boom, the price level had been 
stabilized, although at a considerably higher level. Sub- 
stantial wage increases during 1952 resulted in a 
considerable expansion of consumer expenditure, and in 
contrast with the preceding year, both production and 
imports of consumer goods showed a marked increase 
during 1952. On the other hand, the value of export 
was dwindling, partly because of increasing competition 
in foreign markets and restrictions on imports of 
Japanese goods imposed by the Sterling Area countries, 
and partly because sales on the domestic market were 
easy and profitable. Thus the balance of payments 
position started to deteriorate and the large import 
surplus could be covered only by special procurements 
amounting to over $824 million during 1952. This 
unfavourable trend has been continuing in 1953, and the 
further deterioration of the balance of payments resulted 
in a current account deficit of $140 million for the first 


half of 1953. 


Moreover, the budget, which had shown sizable 
surpluses up to 1951/52, provides for a substantial 
deficit in 1953/54, owing to expanding expenditure and 
reductions in tax rates. 


Monetary policy in Japan had been an expansionary 
force until the end of 1953 and, this change in fiscal 
balance created fears of inflationary consequences which 


could be highly detrimental in a country faced with 
the urgent necessity of raising the present extremely low 
level of exports. Since the problem of foreign trade is 
made all the more serious by the possible decline in 
special procurements, which alone had permitted Japan 
to finance a volume of imports which in 1952 was only 54 
per cent of the pre-war level, more stringent monetary 
and fiscal policies have been announced for 1954. 


PRODUCTION 
Industrial production 


During 1952, industrial production continued to rise, 
though at a somewhat slower rate than in the previous 
years. The increase over the year was 11 per cent, 
compared with 18 per cent in 1950 and 37 per cent in 
1951. Since March 1953, a new upswing of industrial 
production has been noticeable, and the index for the 
third quarter of 1953 was 16 per cent higher than a 
year previously. In contrast with the increase in 1952, 
which was characterized by the relatively larger rise 
in consumer goods production, the new rise in 1953 
was shared equally by durable and non-durable manu- 
factures. 


Chart 23 
JAPAN: INDEX NUMBERS OF INDUSTRIAL PRODUCTION 
log-scale 19462100 


400 


200 


es INDUSTRIAL PRODUCTION 


me me TOTAL MANUFACTURING 
++ DURABLE GOODS 
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} di dt a 
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Coal: Production has recovered rapidly from the sharp 
fall caused by labour disputes towards the end of 1952. 
However, in view of the increase in coal stocks from 
2.3 to 4.3 million tons between March and July 1953, 
the coal mines have started to reduce their production. 
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Demand for coal did not expand with industrial pro- 
duction! owing mainly to improved efficiency in fuel 
consumption and increased substitution of fuel oil for 
coal. Mining productivity was simultaneously improving 
and coal mines have laid off 26,600 employees—a 7 
per cent decrease in total employment—in the course 
of the five months preceding August 1953. In the 
smaller and less efficient mines (less than 50,000 tons 
annual production) employment was reduced by as 
much as 20 per cent during the same period. 


Electric power: A large-scale five-year programme of 
power development has been started to alleviate the 
recurrent power shortages from which the economy has 
suffered in recent years. As a result, it is expected that 
additions to generating capacity, which were 340,000 
kw in 1952, will be over 1 million kw in each of the 
three succeeding years. Annual investment is estimated 
to average about Y 160,000 million ($450 million), half 


of which is to come from government funds. 


A $40 million loan from the International Bank for 
Reconstruction and Development was obtained in 
October 1953, for the purchase abroad of equipment 
necessary for the construction of three modern thermal 
power stations with a total capacity of 285,000 kw. 


Iron and steel: Increased demand for iron and steel 
for machinery and vehicle manufacturing and construc- 
tion has more than offset the sharp decline in export 
demand. Throughout the first half of 1953 production 
was increasing with declining stocks. Production of steel 


(ingot) reached 682,000 tons, a record, in July 1953. 


Engineering: The production index of machinery and 
transport equipment for the third quarter of 1953 
reached 238 (1934-36 =- 100) which was 16 per cent 
higher than the average of 1952. This expansion 
resulted partly from a higher rate of investment in 
basic industries, such as electric power, iron and steel, 
and coal, and partly from a sharp increase in demand 


1. Coal delivery to manufacturing industry during the first half of 
1953 was 8 per cent lower than that of the corresponding period of 
1952, whereas the production index for manufacturing industry for 
the same period was 15 per cent higher. 


for consumer durables, such as washing machines, 
refrigerators, electric fans, radios and small vehicles. 
The rapid mechanization of agriculture Was also an 
important contributory factor to the increase In demand. 
While export demand for Japanese machinery has 
recently been sluggish, chiefly because of prices higher 
than those of other countries, the high level of domestic 
demand has made possible widespread expansion and 
modernization of plants. 

Shipbuilding: In March 1953 the merchant fleet totalled 
about 2.8 million gross tons, about half the gross tonnage 
of the pre-war fleet, and the addition of 300,000 gross 
tons per year would maintain the rate at which the 
fleet is being rebuilt. About 50,000 gross tons will be 
required annually for the Maritime Security forces, and 
about 20,000 gross tons for fishing boats, railway ferry 
boats, and petrol boats. In addition, it may be possible 
to export 150,000 to 200,000 gross tons annually. 
Shipbuilding is an important export industry, account- 
ing for about 40 per cent of the total value of engineer- 
ing export contracts concluded in 1952. 

Textiles: Although textile production has continued to 
rise in 1953, it is still far below the pre-war level, and 
at the peak in July 1953 was no more than 80 per cent 
of the pre-war average. More serious is the shift from 
foreign to home markets: domestic consumption, which 
had reached the pre-war level in 1951, exceeded it by 
90 per cent in 1952 and in the first half of 1953, while 
exports, which had never recovered to even 40 per cent 
of their pre-war level, fell even further after the world- 
wide textile crisis of 1951, although they showed some 
recovery in the summer of 1953. 

Textile capacity, after a spectacular spurt following 
the lifting of the ban on exnansion in 1950 (installed 
cotton spindles increased by over 2 million in 1951 and 
1 million in 1951), has now been stabilized around 7.5 
million spindles. As the result of a continuous effort 
to improve efficiency in production, the total number 
of employees in the textile industry, in spite of the rise 
in production, has continuously been reduced since the 


middle of 1951. 


TABLE 30 


JABAN: 


SHIPMENT OF COTTON FABRICS 


For export* For home consumption 

: a: Total shipment 

Million sq. yards Jo Million sq. yards Jo Million sq. yards 
1934-38 average «. .. .. cs uc ee 2,945 76 944 24 S.nuy 
TOR OR a eV ME coe ash «wet in, 1,118 71 449 a 1.567 
ees Re Windy ahi x, <a ae 1,122 53 995 47 2.117 
Re ee 773 34 1,489 66 2.262 
NEED Us OR ae ey 2: Oey anne 390 34 760 66 1.150 


Source: Ministry of International Trade and Industry. 


a. Including special procurement. 
b. Production. 
ce. First half year. 
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TABLE 31 


JAPAN: USE OF POWER-DRIVEN FARM IMPLEMENTS 


Electric motor (thousand) 

Oil engines (thousand) ; 

Power-driven rice de-husking micckins ‘ihacmand) , 
Power cultivator (units) .. 

Power sprayer (units) 


‘ource: Ministry of Agriculture and Forestry. 


lgricultural production 


Agricultural production showed a marked increase 
n 1952 and generally exceeded the pre-war level, except 
or sericulture, which reached only one-third of the 
're-war level. 


As the area under cultivation during 1952 was not 
(uite equal to that before the war, improved yields per 
ere accounted for the increased production, which is 
f particular importance in the case of rice, the largest 
rop. Increased use of fertilizers and farm implements 
nd improved agricultural techniques have contributed 
o higher yield. The increase in farm incomes and 
.ctive encouragement and assistance by the government 
aas promoted a rapid mechanization of agriculture, as 
hown in the number of power-driven farm implements. 


see table 31). 


The insistence on farm mechanization is largely 
xecause it permits double-cropping by cutting down 
seasonal peaks in labour requirements, and the use of 
nachinery is more economical] than that of draft animals. 


The progress of agricultural production in post- 
war years has been interrupted in 1953 by particularly 
infavourable general weather conditions as well as by 
severe damage caused by several typhoons, and output 
s expected to show a sharp fall from the 1952 level. 
[The rice crop in 1953 is estimated at 8 million tons! 


These figuras are for brown rice; for polished rice multiply by 
0.92. 


1937 1947 1951 
66 287 620 
121 229 383 
129 444 972 
537 7,680 18,410 
1,886 7,345 19,560 


(2 million tons less than the 1952 crop and the lowest 
since 1934). 


Imports of cereals during 1952 amounted to 3.7 
million tons, costing $432 million,? as compared with 
3.4 million tons during 1951. Imports for 1954 are 
expected to be larger because of the poor crop, thus 
creating a heavy drain on foreign exchange. While 
increasing food production was given high priority by 
the government and a Ten-Year Plan aiming at self- 
sufficiency of food was put forward in 1953 (its cost 
to be $1,210 million for the first five years), appropria- 
tions have been far below requests. 


It appears however that the plan for self-sufficiency 
was not based on a comprehensive study of the available 
financial resources and the relative advantages of invest- 
ment in agriculture and in export industries. 


EMPLOYMENT 


Employment, after a sharp rise in 1951, levelled off 
during 1952, but started rising again at the end of the 
year, this trend continuing into 1953. 


agate The break-down of cereals import during 1952 is as a 
Quantity Val 
Bh ctour ee tone) (nic dollars) 
997 


Rice Ris eciee . sxe Wasa Sa 

Barley .. wun aaa 943 ay 
Wheat & wheat. ‘flour tae ies 1,675 157 
Maize cc 3 agra we Unes 67 6 


Total .. ae 8,682 432 
3. An additional allocation of foreign exchange for food import 
amounting to $150 million is expected in the second half of 1958/54. 


JAPAN: EMPLOYMENT BY INDUSTRIES 


All industries .. 
Agriculture, fisheries ‘and 1 forestry 


Manufacturing .. 

Trade, finance, real ‘estate a 
Transportation, communication and public u ‘utilities bP 
Service industries ‘a tee ieee a 
Government 


TABLE 32 

Thousands 

April 1951 April 1952 April 1953 
35,730 36,890 39,030 
15,990 16,920 17,210 
490 650 620 
1,400: 1,440: 1,570 
6,150' 6,610 7,080 
5,160 5,110 5,710 
1,920 1,870 1,980 
3,410: 3,190 3,720 
1,180 1,090 1,150 
30 _— aS 


Not classifiable 


ee 


Source: Statistics Bureau, Prime Minister’s Office. 
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Table 32 indicates that the increases in employ- 
ment opportunities offered by manufacturing, trade and 
services have not been sufficient to absorb the whole 
of the increase in the labour force, and agricultural 
employment has risen by over 1 million to a figure 20 
per cent larger than pre-war. 


While the number of totally unemployed was rather 
small (the labour force sample survey showed 530,000 
unemployed in April 1953), estimates of the number 
of under-employed (working less than 35 hours a week) 
show a rise of 2 million between April 1951 and April 
1953, half of which was in agriculture. At the latter date. 
the number of under-employed was nearly 10 million. 


Since the period between 195] and 1953 has been 
one of rapid industrial expansion the problem of 
unemployment appears to be only temporarily shelved, 
and it may re-appear in more acute form should the 
rate of growth of the economy decline.! 


INVESTMENT 


The progress achieved in the economy in the last 
few years can best be summarized in terms of the 
growth of real national income. Table 33 shows 
that while an exceptional spurt took place in 1950/51 
the rate of growth of the economy has been maintained 
over the last four years at a particularly high rate. 
As a consequence, national income is now well above 
the pre-war level and per capita income has regained 
it. This progress has been due to the rapid expansion 
in demand in a situation where a considerable volume 


approached full capacity operation, 4 
rationalization of production and great 
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productivity became possible. 


considerable 
gains in labour 


TABLE 33 
JAPAN: INDEX OF NATIONAL INCOME AT 
CONSTANT PRICES 
1934-386 = 100 
Percentage | 
National rate of Per capita 
income annual income 
growth | 
1949/50 gl | 14 | 69 
1950/51 100 De 83 
1951/52 111 11 91 
1952/53 124 12 100 
Source: Economie Counsel Board. 


Even in its early stage this rapid growth required 


that business inventories be built up, and it is notable 
that in 1950 and again in 1951 more than half of total 
gross private investment consisted of stock accumulation. 
With the higher rates of output achieved in 1952, 
industrial capacity became far more important as a 
limiting factor, and this is reflected in the shift in 
investment from inventories to producers’ durable equip- 
ment. 


The figures in table 34 do not give a complete 
account of investment in Japan, being limited to private 
capital formation. As will be discussed later, it is 


dificult to obtain an accurate view of the government 
investment. It would, however, appear that public 
works and government investments in public enterprises 
amounted to some 6 per cent of gross national product 
in 1950 and some 5 per cent in 1951.2 In 195] when 


Economic Stabilization Board, Economic Survey of Japan, 1951/52 


of unused existed. As industrial plants 


1. Figures from the Ministry of Labour, covering regular workers 
in establishments with 30 employees or more, show no change in 
manufacturing employment between April 1952 and April 1953. 
This would indicate that expansion has largely been concentrated 
in small establishments, while in large firms, the increase in pro- 
ductivity was sufficient to allow a higher rate of output. It may 
@lso be that firms prefer to hire casual labour so as to avoid dif- 
ficuities in times of contraction. 2. 


resources 


TABLE 34 
JAPAN: PRIVATE SAVINGS AND INVESTMENT 


Thousand million yen 


1950 1951 1952 
| 
Domestic gross private capital formation .. 576.5 1,311.7 1,165.3 
Residential construction .. .. 36.3 50.3 "72.9 
Producer's durable equipment 228.5 594.7 709.7 
Change in business inventories® SIL 7 666.7 382.7 
Balance of payments (current account) 58.1 72.3 57.2 
Gross private investment 634.6 1,384.0 1,222.5 
Financed by ve 
Undistributed profits 84.6 295.9 105 
Depreciation allowance .. 145.1 240.2 3238 
Personal savings .. 4. .. 319.3 511.0 7778 
Transfer of government savings .. —27.9 68.8 = Y 
Errors and omissions 113.5 268.0 eae 
Fa a 


Source: National income statistics from the Economie Counsel Board. 

a. The effect of price changes has not been completely eliminated 
from the value of inventory change. This may be partly respon- 
sible for the size of the errors and omissions figures in 1961. 
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nventory accumulation was at its peak, gross investment 
including government investment) might have fallen 
ittle short of 30 per cent of the gross national product, 
vhile even in 1952, when stock building was slowing 
lown, gross investment still accounted for some 25 per 
‘ent of gross national product. Such high rates of 
nvestment would, of course, permit a continued rapid 
srowth of the Japanese economy even if the spectacular 
‘ates of advance of the recovery period cannot be main- 
ained indefinitely. 


WAGES AND PRICES 


As is shown in table 35, prices, wages and pro- 
ductivity have all risen rapidly in recent years. The 
Tend of real wages has been upward, but in 1953 real 
monthly earnings in manufacturing industry! barely 
reached the 1934-36 level. The figures in table 35 
need, however, two qualifications. In the first place, 
working hours have been reduced by 15 per cent? as 
compared with pre-war, and thus both productivity and 
wages per hour are considerably higher than before the 
war. On the other hand, the employment figures used 
in the table may be too low.* and the gain in produc- 
tivity may be overstated to some extent. 


In the last few years, since money wages have not 
risen much more than wholesale prices, the whole gain 
from rising productivity has accrued to the employers, 
and labour costs have fallen as a percentage of total 
costs. The same change is apparent in comparison with 
1938, as, with productivity unchanged, money wages 
have risen less than wholesale prices. The conclusions 
do not support the widespread view that high wages and 
low productivity of labour are the main causes of the 
current high prices of Japanese industrial products. 


1. The trends in wages of other branches of industry such as mining, 
whole sale and retail, banking and public utilities, are more or 
less similar to those in manufacturing industry. 


2. Average working time in manufacturing industry in 1937 was 58 
hours a week which was reduced to 49 hours in 1952. (Source: 
Annex table 69, Economic Survey of Japan, 1952/53). 


3. See supra, footnote (1) on page 82. 
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However, coal mining is an exception, for productivity 
is still 30 per cent below its pre-war level and real 
wages have regained their pre-war level. The resulting 
high price of coal has significantly affected the price of 
Japanese heavy industrial products. 


~ Generalizations about wages in Japan are, however, 
made difficult by the unusually wide spread in wage 
levels between large-scale and small-scale enterprises, 
between men’s and women’s wages, and between the 
various branchs of industry. Thus small-scale establish- 
ments (those with less than 30 employees) employ nearly 
half the manufacturing labour force, but pay wages 
which are barely more than half those paid in large- 
scale enterprises (those with 500 employees or more), 
and there seems to have been little change in this 
situation in recent years. Between the sexes the spread 
is narrowing and a woman now gets 43 per cent of a 
man’s wage (as against 32 per cent before the war). 
Owing largely to this factor, the disparity between low- 
wage and high-wage industries is shrinking, and the 
average wage in textiles, for instance, was, in 1952, 42 
per cent of the wage in metal industries, as against only 
24 per cent in 1937. 


Chart 24 


JAPAN: WEEKLY WHOLESALE PRICES INDEX 
24 June 1950=100 
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4. Out of 5,504,000 employees, as of 1 July 1952, in manufacturing 
industry, 2,365,000 (43.38 per cent) were in the factories with less 
than 30 employees. (Source: Statistical Materials on Smaller 
Enterprises by Smaller Enterprises Agency, Japanese Government, 
February 1953). 


TABLE 35 


JAPAN: 


Index numbers of 


Monthly earnings (unskilled labour) 
Consumer price eo eee 2 MS 
Real earnings .. .. .. 

Real earnings after tax .. 
Manufacturing production 
Employment ; ‘ 

Output per man-year 

Wholesale prices 


125.2 
116.1 
107.8 
111.2 
128.2 
106.1 
132.3 
138.8 


Sources: Ministry of Labour, Statistics Bureau of Prime Minister’s 


Office, Economie Counsel Board, and Bank of Japan. 


INDICATORS OF MANUFACTURING PRODUCTIVITY 


1952 1953 (Jan-Jun) 
1950=—100 1950— 100 1934-36 = 100 
148.62 2192 
126.1 277.4 
Ny She 100.6 
Wa sae 97.9 
173.9 142.6 
105.4 13955 
164.8 102.2» 
142.0 350.6 


any eter 
: bonuses are usually paid in July and December, receip 
* ote ih iy the first half of the year are generally lower than 
for the second half. 
b. 1935=100. 
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A notable feature of the price situation has been the 
stability of the wholesale price index since the middle 
of 1951. While the cost of living is still rising and 
export prices are falling, the steadiness of wholesale 
prices at a level a little more than 50 per cent above 
the pre-Korean war level is due to divergent trends in 
the behaviour of various commodity groups. Textiles 
fell sharply from the high level they had attained in 
April 1951 but have risen again in 1953, while food- 
stuffs have been rising slowly. The prices of engineering 
products have remained steady since the middle of 1951 
at a level approximately 90 per cent above the pre- 
Korean war level, while metal prices, after rising nearly 
threefold between June 1950 and April 1951, have been 
declinig steadily; however they are still more than twice 
what they were in 1950. The most disturbing feature 
in the present situation is the apparently increasing 
rigidity of the domestic price structure in face of the 
declining trend in international prices. 


LEVEL OF CONSUMPTION 


The volume of consumption responded slowly to the 
rise in activity following the outbreak of the Korean war, 
but in 1952 and 1953 it increased rapidly both in urban 
and rurual districts as rising wages caught up with 
prices, which were levelling off. As mentioned earlier, 
this trend resulted in a sharp rise in the output of con- 
sumption goods in 1952, and in rising imports. 


While consumption has been rising for the whole 
nation, table 36 shows that the greater increase has 
been in the agricultural sector, real expenditure in 
which had already exceeded the pre-war level in 1951. 


The higher income level that made increased rural 
consumption possible was due to a number of factors, 
including a substantial reduction in farm rent due to the 
agrarian reform enforced during early post-war years 
and a large increase in the income of rural families, 
particularly since 1950, due to increased employment in 
manufacturing, commerce and elsewhere.! 


1. The relation of rent to total farm operating expenses was reduced 
from 37 per cent in 1935-86 to less than one per cent in 1952, 
while the share of total income accounted for by non-agricultural 
sources increased from 21 per cent before the war to 84 per cent 


in 1952. 
TABLE 36 
JAPAN: INDEX NUMBERS OF CONSUMPTION 
1934-36 = 100 

Urban Rural All Japan 
1950 Git. “GOES aor 69.8 93.5 ree 
1951 The. Oe eetethy fed 68.9 103.4 82.7 
CY Se OE ae Batcantin oer 80.2 119.8 96.0 
1953 (Jan-Jun) .. .. 84.2 125.3 100.7 


Source: Economie Counsel Board. 


Thanks to the great relative improvement in agricul 
ture in comparison with pre-war, the average living 
standards of the rural population have equalled those 
of urban consumers over the recent years.? However, 
rural consumption was losing ground again in 1953, a 
tendency which may be further strengthened by the 
poor crops of 1953 due to frequent typhoons and 
unfavourable weather generally. 


With regard to the urban sector, wage increases 
and a reduction in tax rates increased the disposable 
income of workers’ families (in Tokyo) by 23 per cent 
from 1951 to 1952, and since the cost of living increased 
by 5 per cent, consumption was 16 per cent higher. The 
rate of savings also increased to 5 per cent, although it 
is still only half of the pre-war level. 


The main impact of the increase in consumption 
has fallen on textiles, purchases of which increased by 
60 per cent in real terms in 1952, thus accounting for 
the combination of rising production with falling exports. 


While total food consumption in 1952 increased by 
8 per cent only, the changing pattern of consumer tastes 
affects both agricultural production and imports. 


Although rice consumption has fallen to 80 per cent 
of pre-war, that of wheat and barley is three times as 
high. This change of diet has entailed increased con- 
sumption of meat and dairy products, thus resulting in 
a more diversfield diet. 


Despite a further rise of 5 per cent in the cost 
of living from January to July 1953, real urban con- 
sumption in that period further increased by 17 per 
cent over the level of the corresponding period of the 
previous year. 


Although the average consumption standard of the 
whole nation during the first half of 1953 was 13 per 
cent higher than a year before, this rising tendency may 


2. Economic Survey of Japan, 1952/53. 


TABLE 37 


JAPAN: DAILY PER CAPITA CONSUMPTION OF 
MAJOR AGRICULTURAL PRODUCTS 


Grammes 
193436 | 1950 | 195) ieee 
| | 
Rice”. by ahve eeeraeeeey 802, | coy .| era 
Wheat .. .. .. .. 26 73 68 at 
PULeY a5) be kee oes a 36 30 44 
Fish ee kOe i ok 40 40 | 43 5] 
Meat 3), eee ee 5.8 Gs | 6.0 + 
Fuge” i, hs weease 6.3 a3)! ey ; 
Milk and other dairy | 6.8 
product: rw a 8.5 14.6 | l 
Fruit i. apt Sa ees 56 425. | are eb 
=a rT 


Source: Economie Counsel Board. 


require to be checked in the near future, for the worsen- 
ag balance of payments position may necessitate curtail- 
aent of import, particularly for consumption purposes, 
»s well as diversion of a larger proportion of domestic 
»roduction for export. 


PUBLIC FINANCE 


With the introduction of the Dodge Stabilization 
°rogramme in 1949/50, the budgetary policy of Japan 
»ecame a deflationary factor in the economy, which was 
towever offset by the strong expansion of bank credit. 
This policy of deliberate surpluses has however been 
sradually abandoned, and already in 1951/52 it appears 
that a small deficit occurred. The budget provided for 
« considerably increased deficit in 1952/53, and the 
revised estimates for 1953/54 show a continuation of 
‘he same trend. 


Budgets have however been drafted on a conserva- 
ive basis, and it appears that in 1952/53, as in previous 
years, revenue exceeded expectations (by Y24,000 
million as compared with the revised budget estimates), 
while some expenditure items, defence for instance, fell 
short of budgetary estimates. The particularly rapid 
zrowth of the Japanese economy in the last few years 
accounts for this unusual buoyancy of revenue and a 
slowing down of the rate of expansion would immediately 
merease the inflationary impact of the present policies. 


On the revenue side, the increase in government 
receipts has been due entirely to the rise in national 
income. Table 38 shows that after reaching a peak in 
1949/50, the tax burden as a percentage of national 
income has been declining steadily to a figure of 20 per 
cent. 


Following the recommendations of the Shoup 
Mission of 1950, tax rates have been reduced, particularly 
for income tax; while incentives have been provided 
through tax rebates to encourage both private capital 
formation and exports. The basic income tax exemp- 
tion was raised progressively from the low figure of 
Y.15,000 to Y.60,000 in 1953, and exemptions for 


dependents were raised at the same time. The maximum 


TABLE 38 


JAPAN: TAX BURDEN AS PERCENTAGE OF 
NATIONAL INCOME 


Nation al Local tax Total 
tax 

1934/35-1936/37 .. 8.5 4.3 ey Be: 
1949/50 ee roe 23.4 5.2 28.6 
1950/51 a ete em 16.3 5.4 Zled, 
1951/52 Le Sar 15.4 5.8 Zeke 
1952/53 |) Sa 15.2 5.5 20.7 
1953/54 Fed stbenzve 15.6 5.3 20.9 


Source: Ministry of Finance. 
2. Includes monopoly profits. 


CHAPTER 12. JAPAN 


85 


tax rates for the highest income brackets were also 
reduced in 1950 and again in 1951, but they have been 
recently raised substantially to 65 per cent. 


As a result of these and other measures, the share 
of personal income tax in total tax revenue has declined 
from 44 per cent in 1949/50 to 37 per cent in the 
1953/54 budget. On the other hand, the shift to 
corporate profits that accompanied the Korean war boom 
increased rapidly the share of corporation taxes which 
went up from 12 to 25 per cent of total receipts between 
1949 and 1951, and have remained around 20 per cent 
in subsequent years. 


A commission appointed to review the principles 
of taxation presented recommendations in November 
1953 tending to a further lowering of income tax rates 
to be offset by increases in indirect taxes. These pro- 
posals are expected to affect the 1954/55 budget. 


On the expenditure side, defence and_ security 
outlays have been increasing since the signature of the 
Peace Treaty, despite the disappearance of occupation 
costs. The decrease in this item in the 1953/54 budget 
arises solely from the fact that appropriations under the 
previous budget remained partly unspent, and thus 
expenditure is expected to increase sharply to some 
Y.200,000 million, or over 3 per cent of the national 
income. 


The rise in the general wage level noted above has 
also affected the salaries of government employees and 
accounts for the bulk of the increase in administrative 
expenditure. Contributions to local authorities and 
expenditures on education, health, and welfare are also 
major factors in the increase in current expenditure. 
Subsidies, which bulked very large in the past, have now 
been limited to imported foodstuffs but still represent 
considerable sums. 


Under the stabilization programme of 1949/50, the 
government undertook to buy out of revenue the foreign 
exchange accumulated by the banks. Since it was at 
the same time declared policy to balance the budget, 
this meant in fact a sterilization of any increase in 
foreign reserves. Thus the inflationary pressures that 
might arise from a balance of payments surplus would 
be automatically offset by an increase in government 
savings. In the 1951/52 budget provision was made 
for the purchase of Y.80,000 million of foreign exchange. 
When, however, the foreign exchange accumulation 
turned out to be larger than was anticipated (Y.127,000 
million), a substantial part of the accumulation was 
financed from borrowing. While in the 1952/53 budget 
provision had been made for Y.35,000 million under 
this item, foreign exchange recorded only an insignificant 
increase. In line with the general change in fiscal 
policy, the financing of other “inventories” (such as rice 
purchases) is now done out of borrowing rather than 


revenue. 


It is extremely difficult to give an accurate figure 
for the total investment carried out by the Japanese 
The main items included under this 
investment in 


Government. 
heading! relate to public works, 
government enterprises and funds made available 
to government financial institutions for lending to 
private enterprises.2 The indirect government loans 
to private business, which are channelled through 
such institutions as the Export and Import Bank, 
the Development Bank and the Housing Loan Corpora- 
tion, amounted to approximately Y.140,000 million in 
1951/52, while the 1952/53 budget provided for loans 
in excess of Y.175,000 million. It should not be con- 
cluded, however, that these loans represent government 
savings transferred to the private sector. The govern- 
ment was itself simultaneously borrowing from _ the 
public. (The Trust Fund Bureau, for instance, which 
was a major source of investment funds, was partly fed 
by postal savings). In fact, since the budgets have 
shown small deficits in the last three years, net govern- 
ment borrowing has exceeded net government lending. 
The role of government in this connexion can thus best 
be compared to that of the capital market which allocates 
private savings among the most desirable uses. 


Current account surpluses, postal savings and the 
accumulation of yen in the United States Aid Counter- 
part Fund provided the main sources of investment 
finance. With the disappearance of budgetary surpluses 
and the decline in the level of United States aid, the 
cash reserves in various accounts have been drawn down 
heavily and steps have been taken to increase borrowing 
from the public. A Y.20,000 million issue of Special 
Tax Reduction Bonds was introduced in the summer of 
1953; the authorized value of subscriptions (21 per cent 
tax assessment for corporations, 25 per cent for indivi- 
duals) can be deducted from the amount of income tax 
due. Since these are medium-term bonds (2 to 4 
years), carrying a nominal interest of 4 per cent, the 
government pays an effective rate of interest of 10 to 12 
per cent. While expensive to the government, such mea- 
sures may result in a genuine increase in private savings. 


A suggestion has also been mooted recently that 
the government might sell to the Bank of Japan some of 
its accumulated foreign exchange holdings and use the 
proceeds to finance long-term private investment. While 
preserving the appearance of financial orthodoxy, such 
a measure would of course be inflationary in character 


Infra, special table E in section on ‘Asian Economic Statistics’. 


2 Government purchases of bonds issued by local and provincial 
authorities are included under contributions to local authorities 
rather than under investment. 


The total of cash balances, long-term government bond holdings 
of the United States Aid Counterpart Fund and the Trust Fund 
Bureau funds amounted to Y.201,800 million at the end of 1950/51, 
declined to Y.100,900 million at the end of 1952/58, and is expected 
to be almost used up by the end of 1953/54. 


4. The United States Aid Counterpart Fund was abolished in July 
1953 and the Industrial Investment Special Account, established in 
August, has taken over the Counterpart Fund. It also receives the 
proceeds of the Special Tax Reduction Isonds. 
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to the extent that government finance does not simply 
replace long term credit supplied by the banking system. 


MONEY AND CREDIT 


While the net impact of public finance had been 
moderately deflationary up to 1951, the banking system 
had been practising credit expansion on a large scale 
and thue financing the rapid increase in the national 
income that took place under the impact of the Korean 
war. In 1952, however. the situation changed in that, 
while credit expansion was continuing, government 
finance became in the last quarter of the year a strongly 
expansionary force. Treasury borrowing from the 
Central Bank was however strongly influenced by the 
accumulation of rice inventories and other short-term 
financial requirements, and a substantial volume of 
advances was repaid in the first half of 1953, although 
the recent figures show another strong upward movement, 
as could be expected at this time of the year. 


A feature peculiar to the Japanese banking system 
is the low level of reserves held either in cash or with 
the Bank of Japan: thus at the end of 1952 reserves 
of all banks (including revaluation of assets but exclud- 
ing current net incomes) stood at Y.37,000 million and 
cash at Y.40,000 million as against deposits of 
Y.2,224,000 million. Since the banking system holds 
only small amounts of government bonds, this practice 
favours almost unlimited credit expansion. At some 
periods, such as the end of 1951, total loans and advances 
have occasionally exceeded the total amount of deposits. 
Such a situation of course is only possible for short 
periods of time when large cash withdrawals take place, 
reflected in increased borrowings from the Central Bank 
and increased currency in circulation. 


The private banks are however always in debt to 
the Bank of Japan, and since they have but small reserves 
they can turn into currency, they have to depend on 
increased borrowings to meet any increase in their cash 
requirements: this structure of the banking system 
ensures the control of the Bank of Japan over credit 
policy. 


If it were not for substantial guarantees supplied by 
the Bank of Japan and the government, the tremendous 
credit structure erected in the last few years might 
present serious dangers for the operation of industry 
and the economy. In 1952/53, the capital and reserves 
of industrial enterprises covered only 30 per cent of the 
funds they actually used partly owing to the effects of 
post-war inflation. Of the borrowed 70 per cent, nearly 
60 per cent was supplied by the banking System, and 
some by government agencies, bonds playing an exceed- 
ingly small role. The banks thus supply industry with 
far more than its working capital needs and while this 


situation can be dangerous for industry, jt also means 
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that banks have to engage in a considerable amount of 
long-term and investment financing which reduces their 
liquidity. Efforts are now being made to curtail long- 
term lending by ordinary commercial banks,! through 
the establishment of specialized investment banks? and 
of government finance corporations. 


Chart 25 
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The expansion from 1949 to 1951, which was 
entirely financed by the private banks, thus involved 
only a moderate amount of currency creation: in the 
calendar year 1951 the increase in currency at Y.80,000 
million was less than the increase in loans and discounts 
of the Central Bank (nearly Y.100,000 million), while 
currency created by the balance of payments surplus was 
largely absorbed by the government cash surplus. 


In 1952, since foreign exchange accumulation slowed 
down considerably, there was also less strain on the 
banking system. Its borrowings from the Central Bank 
stopped increasing, while the government became respon- 
sible for the continuing currency expansion. In 1953, 
up to September, the mainspring of expansion has again 
been the banking system, and the loans and advances of 
the Bank of Japan have risen to new heights. On the 
other hand, the government accounts show, from March 
to September, a large cash surplus which reflects essen- 
tially the seasonal variation in government revenue and 
expenditure. Another factor was the inability of the 
Diet to vote the budget in time and the consequent post- 
ponement of deferable expenditure. It is therefore likely, 
in view of the large budgeted deficit, that a higher rate 
of expenditure will prevail in the second half of the 
fiscal year, and that public finance will resume its 
expansionary role. This trend was strongly in evidence 
in October and November. 


The continued rise in bank credit and borrowings 
from the Central Bank has recently given rise to some 
concern regarding the monetary stability of the economy. 
In the summer of 1953, the Bank of Japan decided to 


1. In 1952/53, bank loans financed only 10 per cent of the increase 
in fixed capital assets, as against 25 per cent in 1950/51, while 
the importance of government loans rose from 8 to 29 per cent. 

2. Pursuant to the Long-Term Credit Bank Act of 1952, a commer- 
cial bank was turned into an investment bank and a new invest- 
ment bank was established. 
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tighten up its credit policy and, starting from 1 October, 
effective interest rates were raised. While there was no 
change in the official structure of the rates the higher 
rates came to be applied to an increased proportion of 
the loans and discounts applied for. Measures for 
tightening the very liberal methods of financing the 
import trade are also under consideration. 


The government has also recently shown growing 
interest in the relations between the monetary policy 
pursued in the country and its balance of payments 
position, and far stricter fiscal and monetary policies 
are announced for 1954. The preliminary budget 
estimates for the fiscal year 1954/55 indicate important 
curtailment of both investment and current expenditure. 


EXTERNAL TRADE AND PAYMENTS 


Expanding imports, sluggish exports and a large 
surplus on invisibles were the main features of Japan’s 
foreign payments position. Up to the middle of 1952, 
the surplus on invisibles, chiefly due to procurements by 
the United Nations forces in Korea and expenditures of 
the United States army in Japan, more than offset the 
deficit in commodity trade and enabled Japan to build 
up substantial foreign exchange reserve. The trend has 
changed recently, as the expanding gap between imports 
and exports has exceeded the surplus in visible accounts, 
and for the first time since the outbreak of the Korean 
war a small deficit appeared during the second half of 
1952; it increased to $140 million during the first half 
of 1953. 


While receipts from foreign military expenditures 
are not expected to fall off drastically, since more than 
half of them consists of expenditures of the United 
States army, which will stay in Japan under the terms 
of the United States-Japan Security Pact, their gradual 
tapering off will enhance the necessity of obtaining 
foreign exchange by expanding normal export trade.’ 


Chart 26 
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: 2224 million extraordinary receipts during 1952, direct 

4 ent for the Korean war amounted to $260 million, of 
which about 70 per cent were commodities and the rest were ser- 
vices. In addition to this, a part of the personal expenditures *in 
Japan by the United States military personnel amounting to $288 
million is also directly related to the Korean war. The trade deficit 
in 1953 is reported to be $1,100 million. 
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The balance of payments problem appears even 
more serious when the prices and volumes of trade are 
analysed. Japan is probably the only industrial country 
whose terms of trade have improved during the Korean 
war boom. Partly as a result of the unusual rise in 
export prices between 1950 and 1951, Japanese terms 
of trade have not benefited much from the later fall in 
raw material prices, since inflated export prices have had 
to be reduced as conditions become more competitive 
on the international markets. Since domestic wholesale 
prices have shown considerable rigidity during the last 
two years, prices have tended to differ between the 
domestic and export markets. These price differentials 
have been favoured by a number of measures taken by 
the government to encourage exports, such as the foreign 
exchange bonus system, and the link between textile 
exports and permits for raw material imports. Despite 
these measures, a situation where domestic sales are 
more profitable than exports can only have unfavourable 
repercussions on the development of foreign trade. 


Chart 27 
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The most striking feature of the trade position is 
the extremely low volume of exports, which in the first 
half of 1953 were still only one third of the pre-war 
level. While textiles, the staple pre-war export, have 
been hardest hit, Japan has not succeeded so far in 
developing alternative lines that could compensate for 
the closing down of textile markets. While in 1952, the 
volume of exports of steel products far exceeded the 
pre-war level, and those of machinery approached it, the 
trend towards an increased importance of these products 
at the expense of textiles, which had been noticeable in 
1952 and at the beginning of 1953, was reversed in the 
middle of the year. A steep fall in steel exports (linked 


to the improvement in the United States steel supply 
position) has more than offest the rising trend in 
machinery, while the textile markets have shown a 
marked improvement in the summer of 1953. As pointed 
out in the previous Survey, it is nevertheless only 
through an expansion of exports of machinery and 
engineering products that Japan can hope to find markets 
for the far larger volume of exports it needs to attain 
a balanced economy. 


On the face of it, import restrictions seem to offer 
small chances for balancing trade at a lower level: 
while industrial production was over 50 per cent higher 
than the pre-war level, and consumption per capita just 
regained it, the volume of imports reached 67 per cent 
of pre-war only in the middle of 1953. This changed 
proportion of imports corresponds, however, to a basic 
structural change in the Japanese economy, and a higher 
degree of self-sufficiency appears possible. The most 
important factor in this change has been the fall in 
raw materials imports which were in 1952 less than half 
their pre-war volume. The main factor here of course 
has been the changed position of the textile industry, 
which has a high import content and is still operating 
at little more than half its pre-war level. However, as 
mentioned earlier, this reduction in activity was due 
entirely to the decline in exports, and despite the 
economy in raw materials imported, the textile industry, 
from being before the war the largest foreign exchange 
earner, has now become a net importer: in 1934/36, 
textile exports exceeded textile raw material imports by 
70 per cent, while the continued increase in the share 
of domestic consumption out of total production resulted 
by 1952 in exports accounting for 77 per cent only of 
raw material imports. Considerable importance there- 
fore attaches to the government plan to shift the industry 
to the use of synthetic fibres, where the import content 
is very small. 


Substitution of domestic for imported raw materials 
has been quite widespread, in coal and pulp for instance. 
The natural resources of Japan being quite limited 
higher costs have however resulted and rapidly olivedtevane 
ing returns have set in over wide areas, so that further 
expansion of industrial activity will probably have to 
be based largely on imported raw materials, — 


An increased diversification of the engineering in- 
dustries, and a shift in imports from rice to cheaper 
cereals such as wheat and barley, have also been Pais 
making for greater self-sufficiency of the economy. 


The weakness of Japanese exports is of course partl 
accounted for by the closing down of a number of hd 
most important pre-war markets which has 
affected the geographic distribution of Japan’s 
trade. North America has now become the most im ate 
ant supplier of Japan, accounting for 509 per Sa of 
Japanese imports. Although Japanese exports to the 


notably 
foreign 


CHAPTER 12. 


olar area (which, in addition to North America, 
icludes a number of so-called hard currency countries 
> countries with which no trade agreements exist) have 
‘cently shown a satisfactory increase and in the first 
alf of 1953 had risen to $44 million a month, a great 
ap remained, with imports running at a little under 
100 million a month. This large deficit on trade 
count was, however, more than made up by the 
<traordinary receipts from military expenditure, and 
1e level of dollar reserves had been either increasing 
r steady up to October 1953. 


TABLE 39 
APAN: GOVERNMENT HOLDINGS OF FOREIGN 
EXCHANGE 
Million dollars 
End of month Total | Dollar Sterling Open 
Account 
350 Dec eee ee | 557 462 | 54 41 
BS DOC ke os 4k | 914 583 211 120 
Bsa) Mar 29 AX T «61,058 643. | 279 137 
Fn 26 te <4 LICL 671 | 355 135 
NODE eee ess | 2.415 651 337 127 
Peerage a, 1,035 664 249 122 
Bid) Mictina siete 1h es 930 739 107 84 
Jun Dis Bea 847 745 45 57 
Sept aes |: | «(872 774 53 45 
Oche ae: Ga | ~s 854 759 47 48 
| 


ource: IMF 


Trade with South-East Asia, which now accounts 
or an increased proportion of Japan’s foreign trans- 
ctions (30 per cent of exports and 20 per cent of 
mports in 1952 as against 16 per cent for both in 
re-war years), is carried out mostly under bilateral 
greements, with the exception of sterling area coun- 
ries. These bilateral agreements with the open account 
ountries usually provide for swing credits that can be 
tilized by either partmer. While Japan had been 
ccumulating some inconvertible surpluses under these 
rrangements up to the middle of 1952, small deficits 
jave recently occurred which have halved the previously 
xtended credits. 


It is nevertheless with this group of countries that 
apan’s accounts are most closely balanced, since trade 
vith the sterling area shows a considerable deficit which 
s not, as in the case of the dollar area, offset by sub- 
tantial invisible receipts. Japan’s exports to sterling 
rea countries, having reached $57 million a month in 
he first half of 1952, fell to $33 million in the second 
alf and declined further to $26 million in the first half 
f 1953. Since imports have shown a slightly rising 
rend over the same period, the considerable accumula- 
ion of sterling that had taken place in 1951 and in 
he first half of 1952 gave rise to a large-scale defiit, 
vyhich had by June 1953 resulted in an almost complete 
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exhaustion of Japan’s sterling holdings.'. This sharp 
reverse in Japan’s sterling trade position has been due 
to restrictions imposed by sterling area countries on the 
imports from Japan, when Japan wished to convert into 
dollars some of the sterling balances it was rapidly 
building up. These restrictions have, however, remained 
in force, particularly for textiles and consumer goods 
imports, even after the reversal of Japan’s payments 
position and, threatened with a continuing deficit and 
the exhaustion of its reserves Japan sees itself com- 
pelled in turn to impose restrictions on imports from 
the sterling area. In September 1953, the Cabinet 
approved a foreign exchange budget of £101 million 
for the next six months as against £165 million for the 
corresponding period of 1952. Such measures imply a 
reversal of the policy of curtailing imports from the 
dollar area and expanding those from soft currency coun- 
tries. It now seems to be in the interest of all the parties 
concerned to reach an agreement that would permit 
trade expansion and do away with reciprocal import 
restrictions that can only result in a downward spiral 
of the trade level. 


With the increasing difficulties in expanding export 
elsewhere, growing interest in promoting trade with 
mainland China has been shown by almost every circle 
in Japan. The Diet passed a unanimous resolution 
in July 1953 on the promotion of trade with mainland 
China, and an unofficial group of Diet members and 
businessmen visited Peking in October 1953 to negotiate 
trade with mainland China. They have concluded an 
agreement with the Peking Government covering the 
period from October 1953 to the end of December 1954, 
which provides for trade of £30 million each way. But 
the fulfilment of this agreement may not be up to 
expectation. In pre-war years (1934-36 average) Japan’s 
trade with China? accounted for 18 per cent of total 
exports and 12 per cent of total imports. After the war, 
trade recovered up to 1950, then was sharply reduced 
owing to the embargo and has again been increasing 
gradually since the middle of 1952. For the first four 
months of 1953, the value of monthly imports from 
mainland China was just under $2 million and that of 
export to mainland China, $231,000. Japan’s exports are 
low because those commodities which mainland China 
really wants are under embargo and those which Japan 
can freely export are, in many cases, not wanted by 
mainland China. 


CONCLUSION 


The above analysis has shown that the remarkable 
expansion of the Japanese economy in the last few 
years has been financed by credit creation on a huge 
scale. The expansionary monetary situation which thus 
prevailed in the domestic market has been accompanied 


1. Japan had bought £44.3 million from the International Monetary 
Fund by 31 December, 1953. 
2. Excluding Taiwan, including Manchuria. 
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by a growing unbalance in foreign trade which up till 
recently has been masked by the high levels of foreign 
military expenditure in Japan. The tapering off of this 
source of receipts has now brought the balance of pay- 
ments problem to the fore. 


There is no doubt that Japan’s trade problem is 
largely structural in character and that far-reaching 
changes are required both in the commodity composition 
and in the geographic distribution of exports: the 1952 
Survey had already stressed that exports of capital goods 
to countries undergoing development seemed to offer the 
best prospects for the great expansion necessary in 
Japanese exports. This road to a solution of Japan’s 
problem is however beset with difficulties. The present 
restrictions in trade with the sterling area and the 
accumulation of inconvertible balances under some of 
the bilateral agreements point to the difficulties that 
might attend a rapid expansion of Japanese exports in 
these directions unless a suitable re-adjustment of import 
patterns could be effected at the same time. 


More fundamentally, one of Japan’s basic difficulties 
lies in the fact that its comparative advantage is greatest 
in those industries such as textiles and light consumer 
goods where world trade is unlikely to expand signi- 
ficantly, while its competitive position is weakest in 
precisely those lines of exports which hold the better 
promises of large-scale expansion. A considerable re- 
organization of production and a great improvement in 
working methods and efficiency will be needed before 
Japan can overcome the handicaps arising from _ its 


existing industrial structure and from the high prices it 
has to pay for its supplies of raw materials for the 
heavy industries. 


In the short run the problem may be viewed as one 
of reconciling a rapid rate of growth in the. economy 
with the need for higher exports. Since an improve- 
ment in trade balance involves a fall in total national 
expenditure in relation to national output, the rapid 
building up of the economy that has been taking place 
with its attendant high rates of fixed and inventory 
investment and its upswing in the consumption level 
could not but have unfavourable short-term repercussions 
on the foreign position. The price rigidity which charac- 
terized Japan’s industrial products in the last two years 
and created considerable difficulties on the export markets 
may well be partly due to the high level of domestic 
investment demand. 


Since industrial capacity does not appear to be 
approaching full utilization in most branches of the 
Japanese heavy and engineering industries, the further 
expansion in output needed for a solution of the export 
problem will require a continued high rate of industrial 
investment. A conflict may thus arise between the attain- 
ment of short-term expansion of exports and the longer 
term objective of far-reaching structural changes. While 
measures may have to be taken to curtail the level of 
investment or of consumption if the balance of payments 
problem becomes more acute, a continuation of the 
present high rates of investment is a necessary condi- 
tion for bringing about a more rapid solution of the 
fundamental problem of the Japanese economy. 


Chapter 13. 
KOREA 


INTRODUCTION 


Inflation was chronic in the Republic of Korea even 
efore the outbreak of the war. Since then, it has been 
geravated by an acute shortage of goods combined with 
harp increases in war expenditure. But supplies avail- 
‘ble increased after the end of 1952, while monetary 
xpansion slowed down, and the worst phase of inflation 
eems to be over, although there still remain strong 
aflationary factors in the economy. Agricultural pro- 
uction in 1953 has shown a big improvement over the 
‘roceeding year, and with imports increasing, the food 
ituation has greatly improved. Industrial and mining 
sroduction is also rising. Rehabilitation is getting under 
vay and signs of improvements are already noticeable. 


PRICE AND MONETARY SITUATION 


The retail price index in Pusan increased sixfold 
{uring the first year of the Korean war, and three times 
luring the second year. However, the rate of price 
nflation has been slowing down. In June 1953, the 


The present chapter covers economic developments in the Republic 
of Korea. 


index was only 30 per cent higher than a year ago. 
Price rises have been relatively sharper in consumer 
goods than in produced goods,? reflecting the acute 
shortage of consumer goods, foodstuffs in particular. 


Table 40 shows the major causes of changes in 
money supply. Up to the end of 1952, Bank of Korea 
advances to the United Nations forces formed the most 
important factor. In 1952 the government account 
showed some surplus, offset by a sharp rise in bank 
loans to private and government-owned enterprises. 
Partly because of the cash shortage arising from the 
currency conversion of February 1953, bank loans rose 
still further, and became the main cause of inflation 
during the first half of 1953. At the end of March 1953, 
only 16 per cent of the total bank loans were financed 
from the commercial banks’ own deposits, the rest being 


provided through rediscounts and direct loans by the 
Bank of Korea. 


2. In July 1953 the wholesale price index (1947=100, Pusan) stood 
at 6,962 for consumer goods and at 4,049 for producer goods. 


TABLE 40 


REPUBLIC OF KOREA: 


Factors increasing money supply 
Bank of Korea net advances to the government by 
Bank of Korea net advances to United Nations forces .. 
Bank of Korea loans a Sa 
Other bank loans 
All other causes 


Factors reducing money supply 
Proceeds of aid supplies , 
Sale of government foreign exchange 
Bank deposits (excluding checking account) 


Net effect on money supply .. 
Money supply as of the end of the period 


MAJOR CAUSES OF CHANGES IN MONEY SUPPLY 


Thousand million won 


Changes in money supply 


Money supply 

End of Endset) |\eeFul 1950. 1952 1953 
Jun 1950 Jun 1953 Dec 1951 Jan-Dec Jan-Jun 
e4 340 118 —69 207 

— 1,378 417 558 406 

24 196 58 78 35 

61 1,140 164 425 491 

19 150 38 108 —16 

188 3,204 795 1,098 2S 
63a 54]a 135 297 46) 

—< 561a a 22 539 

37 $93 98 216 242 

100 1,695 233 535 827 
562 563 296 

88 1,509 650 L2L3 1,509 


Source: Bank of Korea. 


a. Proceeds of sales to date stated. 
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The first repayment of advances to the United 
Nations forces was made in October 1952. By the end 
of June 1953 total repayments amounted to $167 million, 
or 11,176 million hwan, representing 81 per cent of the 
outstanding advances. Increasing amounts of foreign 
exchange from this source are being sold by the govern- 
ment to importers, and in the first half of 1953, the net 
balance of advances to the United Nations forces and 
of repayment from them became a dis-inflationary factor. 


One of the most significant recent developments in 
the monetary sector was the currency conversion effected 
in February 1953. The old won was exchanged for 
the new hwan at the rate of 100 to 1. Each person 
was entitled to exchange old notes up to a limit of 500 
hwan, the balance, after payment of overdue national 
taxes, being deposited with banking institutions. Out 
of the old note issue of 1,137 thousand million won out- 
standing on 14 February, 1,013 thousand million won 
or 89 per cent were exchanged or deposited. 


The Government plan, as submitted to the Assembly 
in the draft Monetary Measure Bill on 25 February, 
was to block a large part of the deposits collected under 
the conversion scheme as an anti-inflationary measure. 
The substantial amendments made by the Assembly, 
however, rendered the measure almost ineffective, and 
after a temporary contraction in circulation, the new hwan 
currency issue increased rapidly. By the end of June 
1953 it reached 12,960 million hwan, 14 per cent higher 
than that before the currency conversion. Currency has 
continued to increase further, and by November 1953, 
there was twice as much currency in circulation as at 
the time of the monetary reform. 


FISCAL DEVELOPMENTS 


The fiscal position of the Government of the 
Republic of Korea improved considerably during 1951 
and 1952. In contrast with the preceding budget, a 
surplus was realised in the 1951/52 accounts. The 
budget for 1952/53 provided for a small deficit. This 
favourable situation may not continue, however, since 
a large part of the defence and rehabilitation expenses, 
now covered by the United Nations forces and various 
relief agencies, may have to be borne by the Government 
in future. 


A comprehensive tax reform, introduced in 1951, 
resulted in large additional revenues in 1952 and 1953. 
The temporary land income tax produced large 
receipts, more than 95 per cent of which were paid in 
kind by farmers producing staple crops. 


PRODUCTION 
Agriculture 


The supplies of local grains available for consump- 
tion in 1952 showed a significant short fall compared 
to the previous year. Rice, which accounts for nearly 


70 per cent of the grain production within the country, 
showed a decline of nearly 13 per cent compared to the 
previous year. In order to make up the food deficit, 
533,000 tons of grains were imported during 1952, more 
than half of which was brought in under the United 
Nations Civil Relief Programme and by the United 
Nations Korean Reconstruction Agency (UNKRA). 


In the first half of 1953 the position was somewhat 
better but significant improvement occurred in the 
second half of the year after the harvesting of the 
bumper 1953/54 rice crop and some exports were also 


being contemplated. 


The larger 1953/54 crop was the result of favour- 
able weather coupled with increased use of fertilizer. 
During the fertilizer year ending 1953, total fertilizer 
consumption amounted to 614,000 tons; while almost 
double the previous year’s consumption this was still 
lower than the 1949/50 total of 766,000 tons. 


Mining and industrial production 


Coal, tungsten, and graphite are the major mineral 
products of the Republic of Korea. Coal production in 
September 1953 was 82,000 tons, nearly 70 per cent above 
the monthly average of 1952. Transport difficulties and 
lack of storage space at the pithead are now preventing a 
further increase in production. Tungsten ore production 
was 626 tons (65 per cent metal content) in June 1953, 
double the monthly average of 1952 and about six times 
as much as before the war. Graphite production is 
some 2,000 tons a month, less than half the 1950 rate. 
Increased production is expected in response to the high 
level of export demand. Exports of mineral products 
accounted for one half of the total value of exports in 
1952. 


Industry has suffered extensive damage in the three 
years of war and is still in the initial stage of recovery. 
The production of cotton yarn and cotton sheeting, how- 
ever, has been increasing rapidly with the repairing of 
damaged equipment and owing to imports of raw cotten 
under United Nations aid. The production of cotton yarn 
during June 1953 amounted to 3 million lbs. 
exceeded the level reached before the war. Cement 
production is also increasing substantially, exceeding 
4,600 tons in September 1953. Electric power genera- 
tion has increased slightly in 1953 and exceeded the 
pre-war level. There is still a power shortage, however 
as nearly 30 per cent of output is consumed by a 
United Nations forces. 


and 


EXTERNAL TRADE AND PAYMENTS 


Commodity trade has had a rather limited sina 
ficance in the economy of the Republic of Kira’ ¥ 
recent years since a large part of import needs have 


1. As Korean coal is mostly anthracite, imports of ay 
are necessary and 1,334,000 tons were importeg in Toe nous coal 
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seen met from external aid. In 1952 commercial 
‘mports included in the trade statistics were only one 
quarter of total imports. 


In 1952 exports were $27.7 million and imports 
(excluding imports covered from foreign aid) were 
$53.6 million.1 Of the total exports, 73 per cent went 
to the United States and 21 per cent to Japan, while 
J48 per cent of imports came from Japan and 35 per cent 
from the United States.2 Mineral products (mostly 
tungsten), marine products and scrap iron were the 
‘major export items, accounting for 53 per cent, 17 per 
scent and 11 per cent respectively of total exports. Half 
the imports consisted of foodstuffs. 


During the first five months of 1953, monthly 
sxports amounted to $14 million. Imports have risen 
sharply since April 1953 to $20 million a month as 
larger dollar repayments were made for the advances to 
the United Nations forces in Korea. 


The balance of payments position has also improved 
ssubstantially because of these receipts from the United 
-Nations Command. Thus total dollar holdings® increased 
‘from $13.7 million at the end of July 1952 to $76.2 
emillion at the end of March 1953. It had declined to 
"348.7 million by the end of June 1953, owing to the 
increased release of dollars to importers. 


1. Figures from the foreign exchange statistics. 
2. Air imports are excluded. 


8. Total of the holdings of the government, of the Bank of Korea 
and of private business legally held in account with the Bank of 
Korea. 


FOREIGN ASSISTANCE 


The Republic of Korea received foreign aid goods 
consisting of foodstuffs, fertilizers, raw cotton etc. valued 
at $110 million in 1951 and at $153 million in 1952. 
Economic rehabilitation has got under way since the 
second half of 1952. Various United Nations specialized 
agencies, including FAO, WHO and UNESCO, have sent 
missions to Korea and on the basis of their recommen- 
dations, an overall reconstruction plan was being pre- 
pared during 1953. A $70 million programme for the 
relief and rehabilitation of Korea was initiated by 
UNKRA for the year ending June 1953. In addition, 
$130 million is expected to be allocated through UNKRA 
for the year ending June 1954. These funds are directed 
primarily to the rehabilitation of agriculture, industry, 
education, housing and public health, as well as to the 
import of basic commodities. 


The United States Congress has also approved the 
appropriation of $200 million for the reconstruction of 
the Korean economy for the year ending in June 1954, 
The expenditure of this appropriation was being studied 
by the ROK-USA Joint Economic Commission. Thus 
total foreign aid to the Republic of Korea for the year 
1953/54 will account for about 30 per cent of the 
estimated gross national product? and _ rehabilitation 
should make rapid progress.® 
4. Preliminary Report on Economic Reconstructon of Korea 

(UNKRA/AG/13), 15 December 1952. 

5. Few economic data are available regarding the Korean People’s 
Democratic Republic. It is known however that the Korean Peo- 
ple’s Democratic Republic has concluded agreements both with the 
USSR and the People’s Republic of China, which promise aid 
amounting to one thousand million rubles ($250 million) and 


8,000,000 million People’s Bank Yuan (about $300 million) respec- 
tively for a four-year period beginning in 1954. 


Chapter 14. 
MALAYA AND BRITISH BORNEO’ 


INTRODUCTION 


The two factors which have dominated the Malayan 
economy since 1950 have been the spectacular rise and 
fall in the prices and export values of rubber and tin, 
and the state of emergency, which has absorbed in 
defence a rising proportion of government expenditure. 


The inflationary pressures generated by the increase 
in export incomes was only partially offset by the export 
duties and new taxes which were levied. Much of 
the increased purchasing power had to be absorbed by 
substantially increased imports, even though the govern- 
ment accounts were in surplus, and thus fiscal policy 
contributed to controlling the potentially serious 
inflationary situation. 


Within the past two years inflationary pressures 
have abated. Although there is still some backlog of 
demand in Malaya within the private sector and the 
government budget for 1953/54 shows a deficit, the situa- 
tion is more stable. Moreover, the emergency is now 
more under control and its hampering effect on economic 
development reduced. 


PRODUCTION AND DEVELOPMENT 
Rubber and tin 


Rubber: In the peak year of 1951 rubber accounted 
for about 65 per cent of total export value as against 
about 50 per cent in 1948. The quantities exported 
were about the same in each year, but in 1951 the 
value was four times as great. 


Both exports and production of rubber are sensitive 
to price changes, but exports tend to lag behind. Thus 
in 1950 production rose under the influence of rising 
prices, while exports were actually less than those of 
the previous year and only increased in 1951, when 
production was already falling as spot prices declined. 


Production is concentrated in Malaya, which con- 
tributes about 90 per cent, and in British Borneo. In 
Malaya estate production was higher than smallholding 
production, but it was the latter which provided the 
increase in output during the boom. Smallholding 
production rose by 17 per cent to 322,000 tons in 1950, 
whereas estate production fell by 6 per cent during the 


1. Malaya covers Federation of Malaya and Sin i i 
ye Singapore, whil i 
Borneo covers North Borneo, Brunei and Sarawak. a 


same year, to 383,000 tons. The increase in small- 
holding production was only achieved by tapping trees 
hitherto uneconomic and by ‘slaughter-tapping.’ 


The decline in production in 1951 and subsequent 
years, brought about by falling prices, was likewise 
concentrated on smallholding production, which fell in 
successive years to a low annual rate of 233,000 tons 
over the first nine months of 1953. Estate production 
was meanwhile stabilized at about 340,000 tons. The 
decline in smallholders production since 1951 was also 
because of earlier intensive tapping and the growing 
age of the trees. 


In Malaya over 60 per cent of the 1.4 million acres 
of small holders’ rubber was past the normal replanting 
age of 30 years in 1952, and so were large areas of estate 
rubber. Accordingly, a scheme was launched in 1951, 
establishing a Rubber Cess Fund to subsidize replanting 
of small holders’ rubber at the rate of M$400 per acre. 
This grant would cover about two-thirds of the cost of 
replanting at 1952 prices and the funds are provided 
by small levy on exports. It is estimated that replanting 
with selected seedlings will raise the output per acre by 
The 1953 replanting target of 
50,000 acres however is unlikely to be reached. 


at least three times. 


Tin: Production of tin-in-concentrates in Malaya in 
1949 was only 71 per cent of production in 1937, and 
amounted to 56,000 tons.2 However, the rapid jncrease 
in tin prices brought more mines into operation, and 
in 1950 the output had increased to about 59,000 tons. 
In 1951 prices began to fall, and from then onwards 
the number of mines in operation declined, so that in 
the first eight months of 1953 production was about 
the same as it had been in 1949. The emergency has 
limited prospecting and little deep drilling has taken 
place. 


Tin smelting plants in Malaya process both domestic 
and imported concentrates, the imports coming mainly 
from Thailand and Burma. About 16 per cent of total 
export value both in 1938 and in 1949 wa, accounted 
for by tin. During the Korean war boom the relative 
importance of tin declined, in spite of an absolute 
increase, because of the far greater rise jn the price 


2. All figures refer to metal content. 
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and export value of rubber. But, unlike the price of When the prices of rubber and tin fell, the produc- 
|-ubber, the world price of tin continued stable from tion of rice became relativel fit bl In 
Hanuary 1952 to March 1953, then fel i Lae at MOE 
y 19 , then fell sharply, so that in planted area, good weather and greater care given 
‘he price in London in August 1953 was 40 per cent to the paddy crop under improved security conditions 
selow the February 1953 price. The unit value of tin resulted in a substantial increase in output in 1952/53, 
netal exports from Malaya fell rather less—by 34 per bringing it back to the pre-boom level. ‘ 
cent—although fulfilment of contracts maintained the 
quantity exported within two per cent of exports in Despite the decline in rice output in 1951/52, 
1952. imports of food grains did not increase in 1952, stocks 
built up in 1951 being used to meet requirements. 
Subsequent replacement led to an increase in imports 
in the first eight months of 1953, in spite of the better 
1952/53 crop. Offtake of rationed rice in 1953 was 
much lower than in 1952, reflecting the easier domestic 
supply position and perhaps some decline in consump- 
tion, due to higher rice prices and the fall in money 
Food incomes. 


The rise in wages during the boom has left the 
industry with a somewhat higher cost structure, and 
thus though the price of tin in August 1953 is still 
nigher than prior to the boom, the incidence of export 
taxes, levied according to a sliding scale, is somewhat 
ereater in relation to profits. 


While rice is the most important food crop in 
alaya and British Borneo, domestic production in 
Malaya covers only about half of requirements. During 


the Korean war boom, the area sown to paddy in the 


Eaerauon at Malaya declined by 6 per cent in 1950/51 part of a general expansion of agricultural production 
and a further 5 per cent in 1951/52, mainly because of intended to reduce dependence on imports. One estimate 


labour shortage resulting from its shift to rubber tapping suggests that rice production in Malaya in 1956/57 will 
vand recruitment by the security forces.! be about 30 per cent higher than in 1952/53.? 


Although only a small part of development funds 
are devoted to agriculture, it is planned to expand rice 
production in Malaya, North Borneo and Sarawak, as 


| ay output of rice, ga stil was not affected in In 1951 and 1952 emergency conditions reduced 
1950/51 because of good weather and high yields, but the output of sweet potatoes, yams, maize and vegetables 
declined sharply in 1951/52, when part of the planted by Chinese farmers in the Federation of Malaya, but 
varea could not be harvested because of damage by the resettlement of Chinese squatters starting in 1951/52 
drought, pests and disease and because of declined yields resulted in rising output in the following year. 
in the areas harvested. ; 
1. Other factors were inadequate water control in certain areas, in- 2. Food and Agricultural Programmes and Outlook in Asia and the 
security of tenure, insufficient subsidies for colonists in new areas Far East, (Working paper submitted to FAO Regional Meeting), 
and the attraction of higher earnings in mining. Bangalore, 1953. 
TABLE 41 


MALAYA AND BRITISH BORNEO: SUPPLY OF PRINCIPAL FOOD GRAINS 


Thousand tons 


| { 
1934-38 1949 1950 1951 1952 1953 

Malaya 

Rice production Pye Perea a gs © aw 318.1 312.1 442.8 449.9 346.5 448.1 

Hieeiimpors tet) .. «- ++ 22 we se o 540.6 503.0 443.0 506.9 430.0 491.07 

Wheat and wheat flour imports (net) .. .. .. lye 128.2 165.8 170.9 176.8 93.8b 
Brunei 

Rice production 1.2 4.3 Cy Ss/ 2.5 

Rice imports (net) ie Os ee ee 2.7 2.6 Ay) Bu ve 

Wheat and wheat flour imports (net) 0.4 0.7 0.8 0.5 
North Borneo 

Rice production 1 aa ae | ae leo a 12.4 208 29.1 29.1 21.7 vee 

Ricesimpotisniiet) «lev. Sects ee) «ari: 15.4 Wy 8.4 15.9 14.4 14.0" 

Wheat and wheat flour imports (net) .. .. 1.5 4.1 3.3 4.8 3.6 4.5 
Sarawak 

Rice production LONE Nee! kw 91.8 ois 78.7 68.2 50.8 

iceemnporismet), fe. | “ss +>, cen ae C27 Li 19.7 31.9 28.8 

Wheat and wheat flour imports (net) 28 7S] 4.4 3 2.8 


immediately preceding the calendar year indicated. Thus 19538 
production relates to the 1952/53 crop which is available for con- 


Note: Rice production based on figures for paddy assuming milling sumption in 1953. 
equivalent of 62 per cent. Wheat flour has been converted into Jan-Aug at annual rate. 
wheat equivalent, assuming as extraction ratio of 70 per cent. Jan-Oct at annual rate. 
For the purpose of this table production relates to the crop year Jan-Sept at annual rate. 


Sources: FAO and Department of Statistics, Malaya. 


ese 
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Industrial and mineral production 


Electricity: Generation of electricity in Malaya 
in 1949 was 67 per cent above the 1938 output 
of 428 million kwh because of the fuller utilization 
of capacity. By 1952 it had increased further 
to 961 million kwh. Expansion of power capacity 
is an important part of the development _pro- 
gramme in Malaya and British Borneo, and large 
increases have already been made in the last few 
years. A new power station in Singapore will have an 
ultimate capacity of 150,000 kw by 1959, as compared 
with the existing capacity of 32,000 kw, and M$28 
million had been spent by the end of 1952 out of a 
total estimated cost of M$90 million. The first 25,000 
kw turbo-alternator was brought into operation in 
December 1952, and the second was completed in the 
second half of 1953. In the Federation of Malaya the 
Connaught Bridge Power Station started operating with 
a capacity of 40,000 kw early in 1953, and this capacity 
will be doubled when the station is completed. 


Lignite: 
is relatively small and in 1950 was still 12 per cent below 
pre-war, fell sharply in 1951 and 1952, as labour moved 
to the rubber industry. In the first half of 1953 output 
continued at the same rate as in 1952, 25 per cent lower 
than in 1950. The coal shortage was felt in a number 
of industries, and was met by increased use of 
electricity and by substantial coal imports. Imports 
increased from 95,000 tons in 1950 to 180,000 tons in 
1952 and continued at that rate in 1953. 


Production of lignite in Malaya, which 


Petroleum: Production of crude petroleum from 
Brunei in 1948 at 2.7 million tons was almost 
four times as high as pre-war at 2.7 million tons, 
and doubled again between 1948 and 1952 as a 
result of further explorations and investments. The 
industry dominates the economy of Brunei, and 
accounts for over 95 per cent of the value of 
exports. In Sarawak crude petroleum is imported 
from Brunei and -xported after refining. Local produc- 
tion is small and declining. In recent years the value 
of crude oil imports and of the exports of refined 
petroleum products accounted for about 60 to 70 per 
cent of total imports and exports respectively. The 
petroleum industry in Brunei and Sarawak has given 
stability to these two territories in spite of the Korean 
war boom and slump. Their export earnings from 
crude oil and petroleum products continued to increase 


in 1951 and 1952.! 


~ 


Brunei’s export earnings from crude petroleum increased from 
M$199 million in 1950 to M§$271 million in 1952, and Sarawak’s ex- 
port of petroleum and products (including re-exports of Brunei 
petroleum refined in Sarawak) increased from M$227 million in 
1950 to M$307 million in 1952. 


Iron ore: After a very slow recovery in early post- 
war years output of iron ore reacted sharply to the 
increase in demand and price consequent upon the Korean 
war boom and upon the increase in Japanese steel produc- 
tion. Output of iron ore in the first ten months of 
1953 amounted to an annual rate of about one and a 
quarter million tons, about 80 per cent of pre-war. 
Some 85 per cent of production is sold to Japanese firms 
which are interested in developing further their supplies 


from Malaya. 


Manufactures: Demand for manufactured goods 
increased with money incomes. In Malaya the 
building boom made possible the establishment in 
1952 of a cement factory with a capacity of 100,000 
long tons per annum and production began in 
1953. Production of bricks increased by 21 per cent 
between 1950 and 1952 but fell slightly in 1953. The 
first cotton mill was established in Singapore towards 
the end of 1952, with 10,000 spindles and capable of 
producing 600 bales of cotton yarn per month. Pro- 
duction of canned pineapples increased by 75 per cent 
in 1950 and again by 44 per cent in the first eight 
months of 1953. Rubber manufactures and other con- 
sumption goods, after uniform increases through 1952, 
showed divergent movements in 1953. 


Investment 


Under the impact of the Korean war boom, gross 
investment in Malaya increased substantially (from 
M$3,426 million in 1949 to M$5,419 million in 1950), 
though not as rapidly as national income. Investment 
was equally slow to respond to the fall in incomes and 
in fact continued to expand in 1952, as shown by an 
increase in imports of capital goods from £53.4 million 
in 1951 to £62.1 million in 1952. The rate of imports 
of capital goods was lower in 1953 than in 1952. but 
public investment was still increasing? 


INFLATION, DEFLATION AND BALANCE 
OF PAYMENTS 


Inflation 


Because of its unusual dependence on exports and 
because of the price instability displayed by its major 
export commodities, the economy of Malaya has been 
exposed to sharper fluctuations than any other in the 
region. Thus, the money value of national income 
rose by 62 per cent between 1949 and 1950, change 
of exceptional magnitude, since the cost of living 
increased by only 12 per cent, and total gross exports— 
which accounted for 50 per cent of gross national output 


2. In 1951 and 1952. the development was hampered 
technical personnel, labour and material but in 19 
necks were largely eliminated. 


by shortages of 
53, these bottle- 
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1 1948 and 1949—rose to over 70 per cent in 1950. 
feasures taken by the government, notably the increase 
1 export taxes, proved entirely inadequate to deal with 
ach violent fluctuations and the great bulk of the 
acrease in export earnings resulted in the creation of 
idditional purchasing power. 


The increase in money income was spread through- 
aut the economy. In the boom period, smallholders’ 
ubber production was almost as large as that of the 
states, and the estates themselves had to share their 
icreased earnings with their labour force. Early in 
‘951, workers on rubber plantations obtained a special 
‘prosperity allowance” linked to the price of rubber, in 
‘ddition to the basic wage and cost of living allowance. 
‘hese various benefits helped to raise the wage index 
f workers on rubber plantations which rose to a peak 
£ 264 (Jan. 1947 = 100) in the second quarter of 1951. 
vith prices of rubber falling in the second half of the 
sear, the index fell to 209 in the fourth quarter. 


Benefits from tin production were equally widely 
sistributed. A number of small new undertakings were 
‘arted and shared in the profits of the trade. The 
swners of large mines granted wage increases which 
srought the wage index for unskilled mine workers to 


14 (Jan. 1947100) in March 1951. 


The increase in private expenditure, though not so 
sapid as that in money income, drove up the cost of 
-ving, compelling wage increases for government 
mployees and workers in domestic industries. These 
creases were not obtained without friction, but in view 
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of the level of profits, employers preferred to grant 
labour its demands rather than face the threat of strikes. 


In view of the expansion in business activity and 
money incomes, the 45 per cent increase in bank credit 
in 1950, and the 15 per cent increase in 1951, do not 
appear to have been active contributory factors to infla- 
tion. Considerable stockbuilding, nevertheless, took 
place and the expectation of continued prosperity led to 
substantial overstocking of textiles at the beginning of 
1952. As a result, the volume of imports of cotton tex- 
tiles which had shown a most spectacular rise between 
1949 and 1951 declined by 40 per cent between 1951 and 
1952. 


Chart 28 


MALAYA: VALUE OF IMPORTS AND EXPORTS 


TABLE 42 


MALAYA: 


1949 to 1950 


Private incomes (Million MS) 


A. Changes in value of net exports of tin and 
rubber ec we iF 
B. Changes in export duty on rubber and tinb 
C. Changes in private incomes due directly to 
domestic exports of tin and rubber (A-B) .. .. lp 
Banking and finance (Million M$) 
D. Change in currency in circulation® .. 
E. Change in total of loans, advances and bills 
discounted of commercial banks® 
Index numbers of wages and prices 
(previous year=100) 
F. Domestic servants .. 
G. Lowest paid government workers | in Singapore! 
H. Unit value of imports .. ‘ Pe oie 
I. Cost of living of Malay labourers ~ 
ROLE =) ese x " 
Rice and rice equivalent | 


‘ources: Department of Statistics, Malaya and Department of Labour, 
Singapore. 


' Jan-Sept at annual rate. Index numbers Jan-Sept average. 
.. Excluding replanting and research cesses which in any case revert 
back to the industry. 


399.8 
74.9 


324.9 


215.1 
165.5 


103.7 
114.1 
111.2 

99.0 


INDICATORS OF INFLATION 


1950 to 1951 1951 to 1952 1952 to 1953 
964.7 Seki? —523.7 
148.9 kaye == (5Y/ 
815.8 ye ayy) —457.0 

| 

130.6 22.7 — 46.74 
81.9 — 4918 — 10.64 
D122 110.5 105.3 
154.3 117.6 ie 
125.6 89.4 

124.8 101.5 97.1 
107.2 105.8 107.0 


Dec-Dec. 


c. 
d. Dee 1952—Sept 1953. 
e. Inclusive of allowances. 
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The increase in earnings from exports was so rapid 
and spectacular that there was little that the government 
was able to do to prevent the increase in income from 
prouucing inflationary conditions. Export duties on tin 
and rubber were increased in 1951, but, taking together 
the years 1950 and 1951, they siphoned off less than 
10 per cent of the increased earnings. Corporation 
income taxes were raised both in Singapore and in the 
Federation of Malaya—in Singapore from 20 to 30 per 
cent—but only a drastic excess profits tax would have 
been effective under the circumstances. 


In order to absorb purchasing power the govern- 
ment abolished most of the remaining import controls 
of goods from the sterling area and substantially relaxed 
restrictions on hard currency imports: thus import 
licences issued for hard currency imports increased from 
M$92 million in 1949 to M$478 million in 1951. The 
substantial budgetary surplus which developed during the 
boom was an anti-inflationary factor of some significance; 
nevertheless, price controls and rationing had to be con- 
tinued and private consumer cooperatives were fostered 
to avoid excessive profit taking at the retail level. 
Owing, however, both to the volume of purchasing power 
and to increases in foreign prices, the price level shifted 
markedly upward even for controlled or rationed goods. 


Deflation 


The fall in export prices after the middle of 1951 
was a major deflationary factor in Malaya and North 
Borneo, while Brunei and Sarawak were not much 
affected because of the importance of the oil industry 
and the stability of oil prices. In Malaya the unit value 
of export in 1952 was 27 per cent below the 1951 level 
and the quantum of exports also fell by 15 per cent. 
The decline in private income was, however, cushioned 
to some extent by falling export duties, which were 
on a sliding scale. Just as in the boom, wages in 
the rubber industry had risen with a time lag, so in 
the decline they also fell with a time lag, partly because 
the “prosperity allowance” was based on the average 
price of rubber in the previous quarter and_ partly 
because some of the unions succeeded in resisting down- 
ward adjustments. Wages in the tin industry also 
declined in 1952 and 1953, but in other sectors of the 
economy they hardly fell since the cost of living con- 
tinued to increase, although slowly, through 1952, and 
began to decline only in 1953. Because expenditure 
lagged behind income and also partly because the down- 
ward rigidity of wages resulted in a greater reduction 
in profits than in wages, private expenditure did not in 
1952 and 1953 fall as rapidly as money incomes and 
the cash balances accumulated during the boom were 
spent during the period of price decline.! 


1. The excess of private expenditure over pri inc is indi 
i private incomes is indicated 
by the fact that in 1952 the government’s budget surplus was much 
larger than the surplus in the balance of payments while in 1953 
ies pideet deficit was much smaller than the balance of payments 
eficit. 


With the fall in incomes and prices, many of the 
anti-inflationary measures of the government were 
relaxed; restrictions on building construction and control 
over materials were loosened in Malaya, and licences for 
hard currency imports were restricted as more goods 
became available from the Sterling area. 


Balance of payments 


The balance of payments of Malaya was completely 
dominated by the export fluctuations. The unit value 
of exports on the basis of 1948 = 100 rose from 98 in 
1949 to 258 in 1951, and the quantum of exports 
increased by 37 per cent during the same period. The 
quantity of imports, on the other hand, increased by 81 
per cent between 1949 and 1951, and while there was a 
rise in import prices it was extremely modest by com- 
parison with exports. As a result, during the period 
between July 1950 and June 1951, which marks the 
peak of the boom, the export surplus reached nearly 
M$2,000 million, and despite a rise in dividend and 
profit transfers (which took place mostly in 1951) there 
were a large-scale balance of payments surplus and accu- 
mulation of foreign exchange holdings. In the recession, 
on the other hand, imports fell far less than exports, 
and the large trade surplus of 1951 turned into a small 
deficit in 1952, which grew larger in 1953. The sharp 
fall in profit transfers may account for the surplus on 
invisible transactions in 1952. 


Chart 29 
MALAYA: !NDEX NUMBERS OF EXTERNAL 
LOG-SCALE TRADE 1948=IC0 
300 a. unit value ond terns of trade aes | 
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Since rubber accounts for a large proportion of 
the value of exports from North Borneo. it is net 
surprising that the trade of that territory displayed 
movements strictly parallel to those of Malaya. In 
Brunei and Sarawak, on the other hand, the expansion 
of the oil industry resulted in continued export surpluses 
which, however, were declining sharply jn 1952 in he 
case of Sarawak. 
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Chart 30 


wun BRITISH BORNEO: VALUE OF EXPORTS AND IMPORTS 
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Jan-Aug at annual rate. 


The balance of payments surplus of 1950 and 1951] 
1creased substantially the level of foreign exchange 
serves in Malaya. As Malaya has no central bank but 
tilizes a rigid exchange standard where currency varies 
irectly with foreign reserves, the increase in the note 
esue by M368 million between December 1949 and 
ecember 1952! reflects increased sterling holdings of 
ve Currency Board. Foreign investment (mainly 
erling securities) of the Federal Government of Malaya 
ad the Singapore government increased from M$19 
iillion at the end of 1949 to M$387 million at the end 
f 1952. As there is practically no exchange control 
ver transactions wiihin the sterling area, additional 
ortions of the foreign exchange accruals on private 
ecount were also held by commercial banks on private 


ecount. 


Under the 100 per cent foreign exchange standard, 
udgetary deficits are limited by the extent of previously 
ccumulated surpluses on government account, and 


The bulk of this increase, M$310 million, took place in the 12- 
months from July 1950 to June 1951. 
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changes in foreign exchange holdings will tend to reflect 
earning and consumption levels in the private sector, 
rather than government expenditure on economic develop- 
ment. This system also explains why the rise in security 
expenditure is forcing the Government of Malaya to 
depend on external assistance to finance part of the 
development programme while it has a 100 per cent 


foreign exchange backing for its currency. 


PUBLIC FINANCE 


As with the balance of payments, government 
revenue increased in the boom far more rapidly than 
expenditure. Budgetary deficits were therefore reduced 
or eliminated and surpluses, where they existed before 
the Korean war as in the Federation of Malaya, 
Singapore and Brunei, increased substantially in 1951 
and 1952. The recession caused a decline in revenue, 
though with a considerable time lag for income taxes, 
while expenditure continued to increase, and budgetary 
deficits arose in all territories except Brunei in 1953. 


Revenue had increased in 1950 and 1951, owing 
mainly to the expansion of business activity and to an 
increase in tax rates. Sliding scale export duties on 
rubber and tin were introduced in the Federation of 
Malaya, and income tax rates were raised both in the 
Federation of Malaya and Singapore, while import duties 
were also increased on a number of luxury consump- 
tion items. Income tax, as well as additional customs 
duties, were imposed in the territories of British Borneo 
in 1949 and 1950. In 1952 and 1953, the revenue from 
foreign trade taxes fell off rapidly, while income tax 
payments remained at a high level, for they lag behind 
the earning of income; the proceeds from indirect taxa- 
tion were sustained to some extent by the fact that 


expenditure did not decline as much as income. 


TABLE 43 
MALAYA: BALANCE OF PAYMENTS 

Million M$ 
1949 1950 1951 1952 
Exports 1,678 4,015 6,076 3,918 
Imports 1,839 2,916 4,756 ee 
Trade balance . A tee i —I61 1,099 at e 
Non-trade receipts (net) .. 172 hee if 

Balance on current account .. 11 i 

Sources: Consultative Committee on Economic Development in South 


and South-East Asia, Report. 
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TABLE 44, 
FEDERATION OF MALAYA: GOVERNMENT REVENUE AND EXPENDITURE 


Million M$ 


1949 
-!| 
Type of account | A 
Revenue 345.2 
Expenditure | 347.3 
Balance em alae imme Yor rove pieee” He\el rete make mes —2.2 


1950 1951 | 1952 | 1953 
A A PA | PA P 
443.4 735.5 | 720.7 a 
340.0 548.7 656.6 he 
103.4 186.7 64.0 —67.6 


Sources: United Nations Fiscal Division and Statistical Department 
of the Federation of Malaya. 


GENERAL NOTE: 
Expenditure excludes contributions to State Governments and re- 


venue includes contributions of sinking funds and other reserves; 
the figures, therefore, are not comparable with the special tables 


The Federation of Malaya which depends heavily 
on export duties, saw the greatest decline in revenue, 
while Singapore where income tax provides the main 
source of revenue, experienced no decline, and Sarawak 
where the income tax on companies was raised in 1952 
from 20 to 30 per cent, saw a continued expansion in 
its revenue. In Brunei, where royalties from oil 
extraction had accounted for as much as 64 per cent 
of total revenue in 1949, an income tax which falls 
essentially on the oil companies was introduced in 1950, 
and contributed over 55 per cent to total revenue in 


1951 and 1952. 


While expendiure was slower to respond to the 
impact of the boom, it continued to increase after the 
boom was over as government employees retained their 
salary increases and the development programme 
gathered momentum; investment expenditure in 1952 
and 1953 in all the territories were more than double 
the 1949 level; in fact in Singapore it was over four 
times and in Sarawak over six times that level. With 
the price declines that occurred in 1953 it preved 
possible to effect substantial economies on some of the 
development projects which should enable governments 
to finance additional projects later on. In the Federation 
of Malaya, a sharp increase took place in expenditure 
connected with defence and security. These expenditures 


E and F in “Asian Economie Statistics” at the end of this volume, 
which represent a reclassification of budget figures by the United 
Nations Fiscal Division. 


A = actuals, PA = provisional actuals, E = estimates, DE = draft 
estimates, RE = revised estimates. 


a. Jan-Jun at annual rate. 


rose in 1952 and 1953 to almost 25 per cent of the 
total following he intensification of measures to control 
the emergency. 


CONCLUSION 


Malaya provides an extreme example of the 
instability of raw material exporting countries. The 
flexible apparatus of sliding scale export duties, while 
it was put in force too late to affect materially the 
internal repercussions of the Korean war boom, has been 
retained and would no doubt increase the resistance of 
the economy to shocks arising from variations in foreign 
demand. However, it hardly provides the Federation 
with the firm revenue foundation needed for economic 
development; and some stability in revenue is of parti- 
cular importance in the territories in view of the nature 
of the currency system and the limited opportunity for 
internal borrowing by the government. 


The two great requirements of the Federation 
appear to be diversification of the economy and the 
improvement of the competitive position of the export 
industries. Replanting with higher ‘Yielding strains is 
a useful step towards raising the productivity of the 
rubber industry, but the growth of a more varied produc- 
tion and export structure is bound to be slow, and little 
progress is apparent at present. 


Chapter 15. 
NEPAL 


The economy of Nepal is primarily agricultural. 
“orests, occupying three quarters of the area, provide 
in important source of revenue and exports; rice, jute, 
ind oil seeds are also exported in exchange for consumer 
soods, chiefly from India. Modern industries are 
‘xtremely limited, and modern means of transport 
nadequate. The government has recently appointed an 
“conomic Development Committee which has prepared 
t draft development plan, but limitation of resources, 
lespite assistance from India and the United States, 
»everely restricts the scope of action. 


AGRICULTURE 


The country, with 3.6 million acres under paddy, 
-s self-sufficient in food, and exports a part of it to 
-ndia. But population growth will demand an increase 
n food production. The Five Year Village Development 
->rogramme, akin to the Community Development Pro- 
ect in India, is expected to yield an increase of 
iQ per cent in rice production, 20 per cent in 
wheat, 20 per cent in maize and 100 per cent in 
otatoes.! Irrigation is being extended to bring more 
and into cultivation. Two small canals each irrigating 
2.500 acres are under construction. United States Aid 
will assist in the completion in 1954 of 10 major tube- 
wvells, one flow irrigation project in Central Terai, and 
iver irrigation in four localities. which are expected to 
-rrigate altogether 16,000 acres of land. For these and 
ther irrigation projects, the Government of India is 
providing a five-year grant of Rs. 5 million? beginning 
1951/52. An expert from the Food and Agriculture 
Jrganization is making a survey of the water resources 
f the country. 


Dairy farming is being developed with the help of 
. Swiss expert. In Kathmandu itself a central livestock 
levelopment farm has been opened. with Sindhi cows 
ind bulls from Pakistan to improve local breeds. 


Almost all the forest lands are State property and 
‘orest management is a State enterprise. Income from 


i. The project, undertaken with United States Aid and costing Rs. 12 
million, provides for the establishment of two training centres, one 
et Kathmandu for the hill area and the other at Parkauli for the 
Terai areas where village leaders in groups of fifty are trained for 
a period of six months in agricultural methods and techniques. In 
1952/53, 100 boys were trained and 80 of them posted at 5 develop- 
ment centres serving 37 villages in all. 


Unless otherwise specified, all rupee figures are given in Indian 
rupees. 


the sale of forest products was expected to yield Rs. 3.2 
million in revenue during 1952/53. 


Under the newly organized fishery section of the 
Department of Agriculture, ail available ponds and tanks 
in Kathmandu have been stocked with fish imported 
from Bihar, as an experimental measure. 


INDUSTRY AND TRANSPORT 


Apart from the few handicrafts which constitute a 
secondary source of income, the country has only one 
jute mill, with a second one under construction, a cotton 
textile mill, a sugar factory, a ply-wood and bobbin 
factory, and several rice, flour and oil mills—all at 
Birantnagar near the Indian province of Bihar at the 
southern border—and a cigarette factory and a match 
factory at Birganj. These enterprises are privately 
owned and the government is using its limited resources 
for the development of transport and power. A 1,500 
KW diesel plant is being set up temporarily to supply 
electricity to Kathmandu. 


The chief problem in Nepal is the shortage of 
transport both within the country and with the neigh- 
bouring countries. Roads carry the bulk of the traffic, 
although there is a small railway and a newly started 
air service. The government has given out leases to 
private undertakings to construct roads in exchange for 
the privilege of collecting road tolls. These private toll 


roads cover about 200 miles. 


In order to facilitate trade between Central Nepal 
and India, construction of 79 miles of motor road 
between Kathmandu and Bhaise was started in September 
1952 with the help of the Government of India; at the 
end of 1953 a track suitable for jeeps had been com- 
pleted. Routes for nearly 900 miles of motor road have 
been surveyed, also with the help of Indian engineers. 


A 50-mile metre-gauge railway line connects Nepal 
with Raxual in Bihar, the Indian railhead to Nepal. It 
is owned and operated by the government. 


In the mountainous northern part of the country, 
transport by air appears to be the only efhicient means 
and has been given a high priority by the government. 
Since 1952/53 five important districts have been linked 
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by air services. Air Nepal Ltd., a semi-government 
concern, has been incorporated to run ihe internal and 
external air lines of Nepal. 


EXTERNAL TRADE 


Nepal’s trade is conducted largely with India, and 
to a small extent with other countries through India. 


Exports are agricultural and forest produce, includ- 
ing food grains (especially rice), oil seeds, ghee, raw 
jute, hessian cloth, etc. The imports are mainly con- 
sumer goods, such as cotton textiles, sugar, salt, petrol 
and kerosene, matches and metals, and include only 
small amounts of capital goods. 


For the nine-month period ending 31 December 
1952, when the value of trade between Nepal and India 
was published for the first time, Nepal, with a total 
export value of Nep. Rs. 58.6 million and a total 
import value of Nep. Rs. 32.2 million, had an export 
surplus of Nep. Rs. 26.4 million.!. This was mainly due 
to substantial increases in the exports of food grains 
and oil seeds.? 

In 1953 the rate of exchange with the Indian rupee, 
which was already low, fell further from Nep. Rs. 149 
for Ind. Rs. 100 in February 1953 to Nep. Rs. 156 in 
April and Nep Rs. 162 in June. Indian money, it may 
be noted, circulates in the country as freely as Nepal’s 
own currency. The Government of Nepal has decided 
to set up a central bank, which is to stabilize the rate 
of exchange between the two countries. 


TABLE 45 


NEPAL: GOVERNMENT BUDGET®@ 
Million Indian Rs. 


Expenditure | Revenue Balance 
1950/51 bg OC bac 24.7 | 28.1 3.4 
1951/52 5 Oe ores 92.0 29.5 —23.0 
1952/53 aie) bec, ee 51.0 39.1 —11.9 


Source: United Nations Fiscal Division. 


a. Revenue excludes Rs. 1 million annual grant from the Government 
of India for five years beginning 1951/62. Figures shown are 
budget estimates. 


PUBLIC FINANCE AND DEVELOPMENT 
EXPENDITURE 


The traditional tax system consisted primarily of 
the land tax and customs duties. In the fiscal year 
1950/51, which was the last year of the rule of the 
Ranas. land tax accounted for one half of total revenue. 


1. Business Digest of India, April, 1958, p. 51. 

25 The total export from Nepal, Tibet, Sikkim and Bhutan to India, 
i: terms of thousand maund (1 maund=82 2/7 Ib.), was as fol- 
ows 


Apr-Dec 1951 Apr-Dec 1952 
206 716 


Lakexoxsl feat Gy obo. odn in 
Oil seeds ae 92 220 


Sources Indian Trade Journal, 26 September 1953, p. 11138. 


The first budget after the change of rule was 
prepared in 1951 for the fiscal year 1951/52; and a 
second one in 1952 for the year 1952/53. Information 
on the third budget which would have been presented 
this year is not available. 


The more drastic change since the period of the 
Ranas was the increase in public expenditures, which 
more than doubled in 1951/52. The new government 
expanded its administration and increased its activities 
in the social and economic fields. Salaries of the civil 
services were increased, and food subsidies were 
instituted. The outlay on public works and _ public 
undertakings was expanded considerably. There was 
also an increase in defence expenditure. 


Development outlays 


In the two years 1951/52 and 1952/53, Rs. 4.9 
million, out of the ageregate development expenditure 
of Rs. 21.7 million, were met from the revenue budget, 
the balance being financed mainly through external 
assistance. 


For 1953/54, the Government of Nepal has proposed 
to appropriate Rs. 2 million, out of a total development 
expenditure of Rs. 4.7 million, from its own budgetary 
revenue, while the other Rs. 2.7 million are expected 
to be provided by external assistance. 


In all, over the three fiscal years 1951/52 to 
1953/54, external assistance from India and the United 
States is expected to contribute three quarters of the 
total development expenditure, the other quarter being 
financed from Nepal’s own resources. 


TABLE 46 


NEPAL: DEVELOPMENT EXPENDITURE. 
1951/52 TO 1953/54 


Amount 
(‘000 Indian Por cant 
e _Rs.) 

Transport and communications .. 10,973 41.5 
Road construction .. .. .. 9,133 34.5 
Risfieliy Shan vee eeertas. f 1,000 3.8 

Agriculture i, ah ony eee Ts 5,800 21.9 
Irelefation avec uncay eant ee arcn os 3,449 13.0 
Diesel lift pump site Gre nate 357 14 
Village development Sa eee 1,162 44 
Farmers’ supply service .. .. 452 17 

Power 2" (ab owe ier Mater are mais 2,000 76 

Public health a ee legs | 6.4 

AGricl Survey mentee er meee 5,000 18.9 

Other’: 55 cg eka eenn eters. 969 3.7 

Financed by: 

Nepal ss. acs) Sid ee en 6,917 
Indig...n,) sph Se. aa on 16,100 tr 
USA Ve, ite Rec 3,42] 12.9 

Source: Consultative Committee on Economic Development in South 

ou 


and South-East Asia. 


Chapter 16. 
PAKISTAN 


INTRODUCTION 


During 1952 Pakistan shared the difficulties of most 
sraw material exporting countries arising from a sharp 
edecline in the export prices of the main export crops, 
peotton and jute; at the same time a fall in food produc- 
ption created internal stresses and substantially increased 
Fimport requirements. Price support schemes were 
}introduced for cotton and jute and the government 
rmade large development expenditures. There was a 
| budget deficit, and domestic incomes remained high 
»even though export earnings were falling sharply. There 
was a large deficit in the current balance of payments. 


In the first half of 1953 severe import restrictions 
restored equilibrium in foreign payments, and help 
‘received from the United States, Canada and Australia 
in wheat gifts and loans towards the end of 1950 has 
contributed to the relief of pressure on both the balance 
of payments and the budgetary position. 


However, the equilibrium has been purchased at 
the expense of some price rises at home and an increase 
in inflationary pressure which the government is now 
trying to hold in check by a system of price controls 
and rationing. Meanwhile, the government is curtail- 
ing its current expenditure, but is still incurring a sub- 
stantial deficit in the interest of development. 


In this situation too great a rise in private invest- 
ment might have added dangerously to the inflationary 
perssure, but so far no large expansion in private 
investment has occurred, in spite of the steps taken by 


the government to encourage it. Meanwhile, public 
and publicly sponsored investment has resulted in sub- 
stantial increases in industrial capacity from the very 
low level existing at the time of partition, and has 
allowed the application of a rigid system of priorities, 
with which import policies have been co-ordinated. 


PRODUCTION AND EXPORTS 
Food production and policies 


Food production reached the highest level since 
partition, in 1949, when, not only was the food deficit 
of East Pakistan covered, but a total of 200,000 tons 
of wheat and 196,000 tons of milled rice and other 
food grains were exported from West Pakistan. The 
position remained more or less the same in 1950, but 
deteriorated in 1951 when the failure of monsoons that 
summer resulted in a poor autumn harvest for rice and 
millets. Low water levels in the rivers and canals and 
continued drought conditions caused a drastic fall of 
almost 1 million tons in the spring crop of 1952. Prices 
began to rise early in 1952 and the government had to 
impose control on the prices, movement and distribution 
of food grains. Efforts were made to mobilize internal 
resources by raising the price paid by the government 
to the farmers to Rs. 9 per maund of wheat as against 
Rs. 7/8/— per maund in the previous year. An early 
delivery premium of annas 8 per maund was also offered. 
The total procurement, however, amounted to only 
160,000 tons as against a target of 250,000 tons. The 
autumn crop of 1952 which, it had been hoped, would 


TABLE 47 


PAKISTAN: FOOD PRODUCTION 


Thousand tons 


ee OE eee 


| Pre-war 1950 1951 1952 1953 
| average 
eek 5 ee a re 11,169 12,490 11,800 12,211 
ee a rn Par mnrme 3,183 4,022 4,016 3,112 ¥ 
ee a 364 374 402 381 2,438 
Es 2) eee 153 157 164 139 id 
ae ee ee 301 479 280 274 
Ft Nad tcc. cid dors 079 203 242 202 211 


Source: FAO. 
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make up the deficiency in food supply, also fell below 
expectation owing to monsoon failure and locust invasion. 
The deficiency in the 1952 crops had to be met by 
imports which amounted to 800,000 tons of wheat up to 
the end of February 1953. 


According to available estimates, the wheat harvest 
in the spring of 1953 was about 20 per cent less than 
the low 1952 level. The total deficit in wheat during 
1953 has been estimated at 1.25 million tons, and the 
government has arranged to secure either by gift or 
purchase a total of 1.5 million tons, of which 250,000 
tons are to be kept as a reserve. The United States 
have offered 1 million tons of wheat—700,000 tons as 
a gift and 300,000 tons presumably as a long term 
loan, although the means of financing have yet to be 
agreed on. Nearly 159,000 tons are being given by 
Canada and Australia under the Colombo Plan. Counter- 
part funds from wheat sales will be reserved for economic 
development. Pakistan has also taken steps to obtain 
wheat in exchange for jute under barter agreements, 
and to intensify procurement within the country by 
increasing procurement prices to Rs. 12/18/- per maund. 


Considerable efforts are being made to raise food 
production through increases both in area and in pro- 
ductivity. While the area sown to jute has been 
restricted to less than 800,000 acres, thus releasing over 
1 million acres for rice or other food crops, considerable 
tracts of land are being reclaimed or cleared in Sind, 
West Punjab and East Bengal, some with assistance 
from the Technical Cooperation Administration (TCA). 
The water shortage in the Punjab is being alleviated by 
the construction of a series of canals and tube wells; 
some of the latter will be completed by the end of 
1953. Higher taxes have been imposed in Sind on 
areas under cotton and oil seeds, while tax rebates are 
granted for sowing land to grain. 


Efforts to increase productivity include distribution 
of TCA fertilizers at a heavily subsidized rate, provision 
of improved seeds and encouragement of double cropping. 


It is hoped that the Village Development Programme, 
initiated in collaboration with TCA and the Ford 
Foundation, will make a major contribution to the 
improvement of agricultural practices. 


Export commodities 


Jute: Jute and raw cotton together account for nearly 
90 per cent of export earnings to which they contributed 
almost equally in 1952. At 1,150,000 tons, the jute 
crop of 1951 was much larger than in previous years 
and over 300,000 tons remained unsold at the end of 
July 1952. The 1952 crop which started coming into 
the market in August-September 1952, was even larger 
and together with low world demand, increased produc- 
tion in India, and heavy stocks with foreign purchasers, 
brought about a steep fall in prices: quotations in 


August 1952 were only about 35 per cent of the January 
level; and the prices remained low for the rest of the 
season. Thus, though the total quantily exported in 
fiscal year 1952/53 (878,000 tons) was only slightly 
lower than in 1951/52 (885,000 tons), the total value 
was lower by Rs. 410.6 million. 


Largely owing to the limitation of acreage under 
jute, production in 1953 is estimated at about 540,000 
tons as compared to 1,238,000 tons in 1952/53. Since 
the carry over from the previous year’s crop is expected 
to be around 500,000 tons, the total raw jute supply 
during 1953/54 can be placed at 1,040,000 tons. Out 
of this, India will take up to a maximum of about 
454,000 tons under the Indo-Pakistan Agreement and 
Pakistan’s own requirements would be about 90,000 tons. 
The quantity available for export to countries other 
than India would thus be only about 500,000 tons and 
this might not be suffigient to meet the entire demand. 
The recent rise in the price of jute appears to reflect 
this change in supply conditions. 


Chart 31 


PAKISTAN: EXPORTS OF RAW JUTE AND RAW COTTON 
Thousand metric (MONTHLY AVERAGES ) Mitlion Rupees 
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Cotton: While the increase in the 1952 cotton crop 
had been by no means as spectacular as in the case 
of jute, cotton prices also steadily declined from Rs. 
124 per maund in January 1952 to a low of Rs. 6] 
in February 1953. As a result, the value of cotton 
exports declined from Rs. 777.3 miilion in 1951/52 to 
Rs. 720.5 million in 1952/53 even though the quantity 
exported in 1952/53 was 54,000 tons higher than in 
1951/52. While steps have been taken to reduce the 
acreage under cotton in 1953, internal consumption is 
expected to increase considerably during the year as 
a result of the new textile mills going into production. 


Since the carry over from the 1952 crop is small 
Pakistan’s total exportable surplus is not likely to ae 
1,300,000 bales. If Pakistan is able to export 600,000 
bales to Japan, it will be left with 700.09 
export to other countries. 


O bales for 


Industrial production 


The objectives of development are a diversification 
of the economy and a greater degree of self.cy 


i . 
In order to reduce dependence on the sale of ciency, 


Taw jute 
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and raw cotton, first priority has been given to those 
industries which process indigenous raw materials either 
for home consumption or for export. Other industries 
iven high priority include heavy engineering, fertilizers, 
scement and electricity supply, which constitute the basic 
elements of an industrialization programme. Paper and 
ugar production are also given due priority, since they 
have been costly in foreign exchange. 


The programme of industrialization has made steady 
rogress in spite of the decline in price of primary 
roducts and the consequent balance of payments 
difficulties. A Planning Board has been appointed to 
review the progress made since partition and to prepare 
sa S-year development plan (to run from April 1954). 
‘While the Planning Board will concentrate on the long 
‘run objectives, in the light of resources available, a 
sconsumer goods production committee has been set up, 
entrusted essentially with the more short run task of 
speeding up the completion of existing projects and 
bringing industries to work at full capacity. 


Jute textiles: Raw jute is one of the two major exports 
of Pakistan and first priority has been given to the 
-manufacture of jute textiles for export. The Six-Year 
Development Plan has fixed a target of 6,000 looms 
which are expected to be in full production by the end 
of 1955, 18 months before the end of the plan period. 
The Adamjee group of mills already have 1,500 looms 
producing 50,000 tons of jute manufactures per year, 
and by the end of 1953 this rate will be raised to 
75,000 tons. By April 1954 it is expected that the total 
number of looms in this group of mills will be raised 
to 3,000. More mills are at present in process of con- 
struction under the responsibility of the Pakistan 
Industrial Development Corporation, and the total 
capital outlay on all mills is estimated at Rs. 165 
million, the government subscribing Rs. 65 million. 


Cotton textiles: In the spinning section, the number 
of spindles reached a total of 630,000 at the end of 
1952, an expansion of nearly four times the capacity 
at the time of partition. Another large increase is 
planned to take place in 1953 and by the end of the 
year there are expected to be 1,079,000 spindles. Cotton 
consumption rose from 40 million pounds in 1950 to 73 
million pounds in 1952. In the weaving section, the 
number of looms was doubled between 1948 and 1952, 
at the end of which year the total stood at 9,300. Pro- 
duction of cloth increased from 68 million yards in 
1948 to 106 million yards in 1950 and then to 174 
million yards in 1952. Central and provincial govern- 
ments have taken a substantial part in this develop- 
ment and now have 11 mills under construction or on 
order in which a total of 275,000 spindles will be 
installed. The bulk of the new industry is located near 
the cotton growing districts in Punjab and Karachi. 
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Electricity: Projects are under construction that will 
increase hydro-electric power capacity from 7,600 kw. 
in 1947 to 62,000 kw. and plans for three large addi- 
tional schemes have been prepared. Great increases in 
thermal generating capacity are also under way. One 
of the main purposes of these power schemes is to extend 


the irrigated area by providing power for thousands of ’ 
tube wells. 


Cement: Cement production in 1948 was only 329,000 
tons. This was much below the domestic requirements 
and steps were taken as early as 1949 to step up 
production by inducing private enterprise to enter this 
field. Production rose steadily, increasing from 421,000 
tons in 1950 to 538,000 tons in 1952. Production 
during the first half of 1953 suggests that the year’s 
ouput may reach 600,000 tons. 


Other industries: While the main concentration of 
development has been on the two industries for which 
Pakistan has substantial raw material supplies, other 
industries have been developing on a rather smaller scale. 


Initial production of the Karnafuli paper mill was 
scheduled to start by the middle of 1953 and full 
production of 30,000 tons per annum is expected to be 
reached by the middle of 1954, when Pakistan will be 


largely self-sufficient in most grades of paper. 


The production capacity of sugar mills has risen 
from 51,000 tons at the time of partition to an estimated 
92,000 tons in the middle of 1953. Actual production 
rose from 39,000 tons in 1949 to about 65,000 tons in 
1952 and figures for the first seven months of 1953 
(which comprise the bulk of the sugar season) amounted 
to about 67,000 tons. 


Production of crude petroleum has registered 
considerable increase since 1948, rising from 58,000 tons 
to 179,000 tons in 1952, and thus making a substantial 
contribution toward domestic consumption: imports of 
petroleum products of all kinds amounted to some 200 
million gallons in the 12 months ending in June 1953. 
Exploration and prospecting for new oil-fields are 
continuing. Drilling operations at Sui, in Baluchistan, 
have struck a field of natural gas which is likely to be 
of considerable economic value. 


Surveys and studies are also being made of 
iron and other ore resources and of the economics of 
a new steel plant. Present production of steel ingots 
at an annual rate of 11,000 tons (based on the first 6 
months of 1953), while more than double the 1952 rate 
of output, covers only a small part of domestic needs. 


EXTERNAL TRADE AND PAYMENTS 


The international accounts of Pakistan are largely 
dependent on the market for jute and cotton, and thus 
subject to sharp fluctuations. In 1950 the balance of 
payments was in deficit; then the Korean war boom 
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brought about an era of prosperity, increased incomes 
and a sizeable surplus in balance of payments. But 
it was followed in 1952 with an equally sharp recession 
in prices and export earnings, and a large deficit. In 
1953 the picture has changed again, largely because of 
stringent controls on the import of consumer goods and 
somewhat less drastic controls on the import of capital 
goods. 


Chart 32 
PAKISTAN: VALUE OF IMPORTS AND EXPORTS 
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The total foreign trade earnings, which in 1951 
were Rs. 2,653 million, fell by Rs. 981 million to Rs. 
1,672 million in 1952. Payments, which tend to reflect 
the previous year’s income, increased from Rs. 2,125 
million in 1951 to Rs. 2,476 million in 1952. The 
current account which was in surplus to the extent of 
Rs. 528 million in 1951, thus ran into deficit to the 
extent of Rs. 804 million in 1952. Gold and sterling 
reserves, which stood at Rs. 1,482 million on 1 January 
1952, were thus reduced to Rs. 606 million in the 
beginning of 1953. However, as a result of a strict 
import policy followed since the middle of 1952 and of 
sharply rising quantities of cotton exported at the end 
of 1952 and in the beginning of 1953, the balance of 
payments position has become less acute. In the third 
quarter of 1952 the deficit was Rs. 408.5 million; in the 
fourth. quarter it was only Rs. 68.3 million, and a 
surplus appeared on trade account as shown in chart 32. 
In the first and second quasters of 1953, there were 
actually surpluses of Rs. 54.6 million and Rs. 15.3 
million respectively.! 


Exports 


Raw jute and cotton account for almost 90 per cent 
of the total export earnings and the fall in their prices 
account for the bulk of export decline between 1951 


1. The quarterly figures are taken from the balance of payments 
given in State Bank of Pakistan Bulletin, October 1958. They do 
not exactly tally with the annual and semi-annual figures of the 
IMF. 


and 1952. The f.o.b. price of raw jute fell from a 
level of Rs. 238 per bale in July-September 1951 to 
Rs. 107 during the corresponding period of 1952. 
Prices in July 1953, though lower than July-September 
1952 level, were slightly higher than the average price 
during April-June 1953. 


The export prices of raw cotton have followed the 
same pattern. After reaching their highest level during 
the period April-June 1951 with an average f.o.b. price 
of Rs. 935.5 per bale, they have steadily fallen (except 
for a modest increase during the first quarter of 1952), 
and the average price of Rs. 386.8 during February 1953 
represents the lowest level reached since 1949. Since 
February 1953 there has been a slight improvement and 
in July 1953 the average price reached Rs. 415 per 
bale. While price changes have dominated year-by- 
year changes in export values, the wide range of 
quarterly fluctuations has largely resulted from varia- 
tions in quantities shipped, as shown in chart 31. 


Imports and import policies 


Substantial expansion in export earnings in 1951 
and the consequent increase in incomes encouraged 
businessmen to place large orders for goods from 
abroad and imports, which had reached a peak early 
in 1952, were maintained at high levels, during the 
following two quarters. The sharp decline in export 
values in the second quarter of 1952 made it necessary 
for Pakistan to cut down imports. The Government 
first imposed deposit margins on the opening of letters 
of credit for imports and increased import duties on 
cotton piece good—the largest single import item, which 
during the period July 1951-June 1952 accounted for 
nearly 29 per cent of total imports on private account 
from 30 per cent ad valorem to 60 per cent ad 
valorem. Later the Open General Licence system was 
restricted to a few types of essential consumer goods, 
but even this proved insufficient and finally, on 23 
November 1952, the government cancelled the Open 
General Licence altogether. This brought about an 
improvement of the situation which continued in the 


first half of 1953. 


As indicated above, this improvement was the 
result of severe restrictions on the import of non- 
essential, and even of some essential, consumers’ goods. 
Most of the available foreign exchange was earmarked 
for the import of machinery and materials required for 
industrialization and development. At the same time 
the American and Canadian wheat loans covered the 
persistent dollar deficit. The only indication of the 
resultant change in the composition of imports has to 
come from the breakdown of imports on private account; 
for government imports, which accounted for about 
quarter of all imports in 1951 and 1952 and as wiih 
as a third in the first half of 1953, no | 


oreakdown is 
available. 


TABLE 48 


"AKISTAN: IMPORTS (SEA-BORNE) OF SELECTED 
COMMODITIES ON PRIVATE ACCOUNT 


Million rupees 


1952 19534 
Sotal imports i ec Ee 1,534 538 
Minevalioils"a Maw voce Ss ek 101 76 
jextile machinery .. .. .. .. 36 37 
ther machinery ae oa aes 134 78 
pron and steel manufactures ne beat 156 56 
»ehicles Swe eRe enlist 5 a 81 30 
' *otton piece goods Ae 278 37 
Other textiles (including cotton ‘twist 
Incl Cr ee wth x 314 Sl 


souree: Central Statistical Office, Statistical Bulletin, Jan-Feb 1953 
and June-July 1953. 
First 6 months at annual rate. 


While all categories of goods except textile 
vachinery share in the drastic decline in the total 
palue of private imports, the fall is least for raw 
aaterials and machinery, and it is greatest for cotton 
»iece goods and other textiles. The annual rate ot 
smports in this group in the first half of 1953 was only 
bout 15 per cent of the 1952 rate. 


 —<— 


For the four groups of capital goods included in 
sable 48, imports declined by a half between 1952 and 
953. The decline would be less if account were taken 
f imports on government account. The trend of total 
emports of durable equipment into Pakistan can be 
xauged by the change in those imports from the United 
Aingdom and the United States, Pakistan’s main 
-uppliers. Their value was about Rs. 290 million in 
952, but in the first half of 1953 the annual rate had 
allen to Rs. 200 million. 


The drastic fall in import of consumer goods 
clearly reflects the attempt to conserve foreign exchange 
‘or the purpose of industrialization. In addition, credit, 
oan, and barter arrangements have been made to 
supplement the flow of capital goods. Japan has agreed 
to export equipment valued at Rs. 55 million on a 
deferred payments basis. The United Kingdom has also 
agreed to lend Pakistan Rs. 92 million to purchase 
capital goods during the next 2 or 3 years. Repayable 
over ten years, this loan is to be devoted mainly to 
the purchase of British capital goods for food production 
projects. The Pakistan Government has expressed its 
willingness to enter into similar deferred payments 
agreements with other countries. 


The attempt to control narrowly the level and 
composition of trade has also led Pakistan to negotiate 
bilaeral trade agreements with a number of overseas 
countries. Thus under the recent Franco-Pakistan Trade 
Agreement, France will import Rs. 200 million worth of 
Pakistan’s cotton and jute, while Pakistan will import 
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a variety of French goods, and at the end of the agree- 
ment, balances, if any, will be settled in sterling. A 
similar pact has been concluded with Italy, and more 
agreements are under negotiation. 


PUBLIC FINANCE 


As may have been expected, public finance in 
Pakistan has also been strongly affected by the move- 
ment in the trade cycle. Revenue reached a peak in 
1951/52 when Rs. 1,485 million were collected, more 
than half from customs duties. 


The abolition of export taxes and the curtailment 
of imports affected strongly this form of revenue: 
customs revenues fell, between 1951/52 and the 1953/54, 
estimates, by more than Rs. 500 million or more than 
the total decline in revenue. 


Expenditure, on the other hand, reached a peak 
in 1952/53, at a time when revenue was already falling, 
and thus caused the large deficit of Rs. 583 million in 
that year. 


For 1953/54, the government is curtailing expendi- 
ture. The defence budget, which in 1952/53 accounted 
for more than half of total government outlays,! has 
been substantially reduced, subsidies have been abolished, 
and minor economies effected in other current expendi- 
ture items. However, capital outlays (excluding defence) 
are to be increased, in particular expenditure for indus- 
trial development is scheduled to rise from Rs. 68 
million to Rs. 124 million. 


1. Counting together current and capital expenditure. 


TABLE 49 


PAKISTAN: REVENUE AND EXPENDITURE OF 
THE CENTRAL AND STATE GOVERNMENTS 


Million rupees 


1951/52 | 1952/53 | 1953/54 


Central government 


Revenue 
(excluding state trading) .. 1,485.0 1,271.5 1,009.8 
Expenditure 
(excluding state trading) 48 1,645.2 1,854.9 1,731.0 
of which capital outlay* .. 417.3 405.4 547.0 
Balance 
(excluding state trading) —160.2 | —583.4 | —721.2 
State trading (net) + 67.1 | —176.5 | +240.4 
Balance 
(including state trading) — 93.1 | —759.9 | —535.3 
States 
HEVENUS nn 4a ore am ii 614.8 616.0 588.7 
Expenditure Ba Ae 701.4 598.6 540.3 
of which capital outlay® av 186.8 148.5 | — 12.2 
Deficit (—) or surplus (+) — 86.6 | + 17.4 | + 48.4 


Source: United Nations Fiscal Division; 1953/54 Government of Pakis- 
tan data reclassified by ECAFE Secretariat. 


a. Investments and loans and advances. 
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Because of this, the fall in total expenditure is 
smaller than the fall in expected revenue. Thus a 
record deficit of Rs. 721 million is expected in 1953/54 
in the accounts of the Central Government, to be partly 
offset, however, by the large surplus expected from state 
trading. In addition, the States are also proposing to 
increase their capital outlay well beyond the extent of 
the advances the Central Government is proposing to 
extend to them.! Thus it is likely that the public 
sector will be a strongly expansionary factor in the 
economy. 


However, a countervailing element is introduced by 
the wheat gifts and loans from the United States, Canada 
and Australia. While a part of the wheat received would 
be distributed free, the sale of a million tons of wheat 
at Rs. 322 per ton (the price fixed by the government) 
would bring in Rs. 322 million, enough to cover a sub- 
stantial proportion of the proposed capital expenditure 
on development, and to reduce substantially the budge- 
tary deficit. 


The deficit in government budgets was not accom- 
panied by an increase in money supply in 1952; 
between December 1951 and December 1952, currency 
in circulation decreased by over Rs. 315 million, and 
non-bank demand deposits by nearly Rs. 170 million. 
While this movement may be surprising at first sight, 
it is readily explained by the fall in foreign reserves of 


Chart 33 
PAXISTAN: SELECTED FINANCIAL INDICATORS 
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al States investment is budgeted to rise from Rs. 359 to Rs.475 mil- 
lion, while current expenditure is also rising. The States expect 
to cover this additional expenditure through borrowing to the 
extent of Rs. 487 million as against Rs. 210 million in 1952/53. 
Since, however, the Central Government is budgeting advances to 
the State of only about Rs. 160 million, and the difference between 
these figures is unlikely to be met through withrawal from reserve 
and other funds, the States might well experience a deficit instead 
of the expected surplus. : 


the Central Bank of Rs. 876 million in 1952? and 
by the decline in foreign trade activity, which is 
reflected in a decline in bank Joans and advances of 


Rs. 125 million in the same year. 


The appearance of a small balance of payments 
surplus in the beginning of 1953 and of government 
deficits has reversed this situation, and despite the 
normal seasonal decline coinciding with the end of the 
busy season, currency in circulation has expanded a 
little, and demand deposits by nearly Rs. 150 million, 
between December 1952 and September 1953.° Bank 
advances, on the other hand, had declined by another 
Rs. 150 million during the same period, while balances 
with the State Bank recorded an increase of Rs. 60 
million. 


This high liquidity of the banking system has been 
reflected in a fall in short term money rales, and call 
money was at a nominal + per cent by the end of 
September 1953. 


The somewhat abnormal conjunction of high 
government deficit and expanding money supply with 
a balance of payment surplus is the result of severe 
control exercised by the government over both foreign 
and domestic trade. 


Since internal security and development plans 
required that priority be accorded to the imports of 
defence stores, capital goods and food, the import cut 
fell mainly on consumers’ goods, as noted earlier. The 
decreased supply of consumers’ goods led to an increase 
in their prices, hoarding and profiteering, and this 
situation in turn compelled the government to extend 
its control over domestic distribution and prices. 


Price increases had been most pronounced in the 
case of cotton piece goods, for which import duties 
destined to protect domestic industries contributed to 
a price increase of 30 per cent for a typical quality 
(16,000 Latha Japan) between April and December 
1952. The drastic reduction in imports in subsequent 
months caused a further increase in price of 30 per 
cent by April 1953. The price rise has not been con- 
fined to imported varieties alone; even cloth made 
locally has registered increases of up to 50 per cent. 


Although basic foodstuffs have been rationed and 
the retail price of the ration controlled, the cost of 
living index for industrial workers rose jn April 1953 
nearly 10 per cent above the average le | 


vel of the pre- 
vious twelve months. P 


An extension of price control 
thereafter brought the Karachi cost of livine index 
oD 4 


down by 4 points between April and June 1953 


2. Represents the total change in foreign exchan 
ne ; , 3 gre resery 

Finance Minister’s 1953/54 Budget Speech). The dove (Source: 

State Bank of Pakistan Bulletin refer to the chan fures given in 

foreign assets of issue department only and as Sib a in gold and 

the fall in foreizn exchange reserves. under-estimate 

3. During the corresponding period of 1952, demand 


decreased by Rs. 105 million, and currency jin 
Rs. 480 million. 


1 deposits had 
circulation by nearly 


The Directorate of the Controller General of Prices 
was established with extensive powers to control prices, 
supply and distribution and at present more than two 
idozen commodities are listed under the Essential Commo- 
‘dities (control and distribution) Order of 1953, under 
which conditions may be fixed for the production, 
import and sale of a variety of goods, including paper 
|)\(except newsprint), bicycles, drugs and chemicals, 
‘mechanically propelled works and vehicles, glass and 
sglassware, electrical and radio goods and appliances, 
sartificial silk yarn and thread. Cotton yarn had already 
\been made the subject of control orders. Producers 
as well as importers may be required to provide the 
Controller at regular intervals with a full description of 
goods, available or on order, their cost and intended 
disposition. The Controller has the power to designate 
dealers to whom goods may be sold and to fix maximum 
prices. The provincial authorities also exercise price 
control. The Pakistan Government has thus chosen to 
rely on direct control and price fixing to maintain 
stability rather than on fiscal and monetary measures 
directed towards a general contraction of demand. 


DEVELOPMENT POLICITIES AND PROSPECTS 


Recently there have appeared signs of improvement 
in the balance of payments situation, aid from abroad 
in the shape of wheat to meet the food deficit being a 
highly significant factor. As for the internal situation, 
the two factors making for a deficiency of supply in 
relation to purchasing power are the expenditure pro- 
gramme of the government and the shortage of food 
resulting from the poor harvest of 1953. This deficiency 
of supply will be met, in part at least, by the sale of 
wheat obtained through foreign assistance, and the local 
currency proceeds might be regarded as an offset to 
government expenditure, thus reducing any budget deficit 
that might be incurred. In 1954 some inflationary pres- 
sures are likely to remain, and at the current low level of 
reserves they cannot work themselves out through 
imports, but must be held in check by administrative 
measures. This decision to repress inflation through 
far-reaching controls represents a significant change of 
policy, for in 1952 the pressures which might have led 
to rising prices were largely absorbed by allowing the 
foreign reserves to fall. 


The ultimate success of such a policy in furthering 
rapid development depend on the willingness of the 
public to save rather than to spend on uncontrolled goods 
and on a careful determination of investment priorities. 
The level of effective demand will provide an incentive 
to expand many lines of production, and capital will be 
readily available since monetary expansion will lead to 
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high bank liquidity. So far, dangers of too rapid 
development in the private sector have not materialised; 
indeed, the Government has taken measures, partly selec- 
tive in nature, to promote useful private investments by 
offering substantial tax rebates to new undertakings. 


Even more directly, the Government has sponsored 
a number of projects through the Pakistan Industrial 
Development Corporation and tried to attract the 
participation of private capital in these ventures. This 
corporation has been set up to initiate industrial projects 
and then invite private enterprises to participate in 
them. The projects which have been undertaken by 
the Pakistan Industrial Development Corporation involve 
a total capital outlay of approximately Rs. 500 million 
which consists of about Rs. 120 million of private capital 
and Rs. 60 million of foreign economic aid. The balance 
of Rs. 320 million has been provided by the Govern- 
ment. The paid-up capital of joint stock companies, 
however, increased by Rs. 55 million in 1951 and by 
only Rs. 17 million in 1952. 


The Government has realized the need for active 
encouragement of domestic savings and investment in the 
private sector. Every effort is being made to promote 
thrift and to provide even the remotest part of the 
country with institutional facilities for small savings. 
In addition to the facilities for investment in National 
Savings Certificate, Defence Savings Certificate and Post 
Office Savings Deposits, the Government has also pro- 
vided a postal insurance scheme for the benefit of 
government employees of the lower income group. It is 
hoped that as a result of these measures, a large volume 
of savings would be mobilized. 


Current policies also require that a tight control 
be maintained over forcign transactions and the Govern- 
ment is, therefore, following a very cautious import 
policy. However, steps have also been taken to prevent 
hoarding and profiteering which may emerge in situa- 
tions where there is an increasing pressure on the limited 
supplies of consumer goods. The Government has 
already opened 100 fair price shops in Karachi. It has 
also issued preferential import licenses to consumer 


cooperatives selling imported and control-price articles. 


Another important policy of the Government is to 
shift agriculture away from cash crops for export into 
food production for the domestic market. This pelicy, 
if carried too far, may create difficulties on the export 
side. Yet, in view of the immediate need for rebuilding 
food stocks, the diversion would appear to be justified, 
at least in the short run. This shift may even have 
longer run advantages should restriction of the area 
under jute raise the price of that commodity. But such 
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advtanges are problematical, for the supply of Indian 
jute is capable of expansion, and other materials can be 
substituted for jute in many its uses. With respect to 
cotton, Pakistan is too small a supplier on the inter- 
national markets for its production policies to have a 
material effect on prices. 


While the government scored a first success in 
restoring equilibrium in its foreign accounts in the first 
half of 1953 it is too soon to assess the final success of 


the policies instituted in 1953. In the shorter run the 
criteria of success are the maintenance of stable internal 
price level and the effective functioning of rationing and 
controls. In the long run success depends on maintaining 
and even increasing the pace of basic development; 
which in turn depends on increased willingness on the 
part of private enterprise to enter lines of production 
which will relieve strains on the foreign balance, by 
either replacing imports or raising the value of exports. 


INTRODUCTION 


Production in the Philippines has now recovered 
from the extensive wartime damage and destruction: 
agricultural output exceeded the pre-war level in 1950/51 
and has continued rising, while industrial production 
ilso shows satisfactory progress. 


In earlier post-war years, domestically produced 
-incomes were supplemented by grants and transfers from 
the United States government which equalled more than 
‘10 per cent of Philippine gross national product between 
11948 and 1950, but fell rapidly thereafter. Since the 
sgovernment expenditure accounts for an unusually low 
share of national expenditure, these grants have enabled 
private consumption to be maintained at a high rate: 
‘in 1949 is equalled 93 per cent of gross national product 
salthough it has more recently fallen to 85 per cent. 


The problem faced by the Philippines thus appears 
to be structural in character rather than cyclical: 
_although exports have shown fairly large variations in 
‘the last few years, this factor appears less significant 
than the persistent need to adjust private consumption 
‘to a level that would allow a higher volume of invest- 
ment without generating a balance of payments deficit 
which may become difficult to finance. 


A decline in the level of American aid and expendi- 
ture would affect not only the permissible level of 
imports, but would also impose some reorientation of 
the direction of imports which are at present pre- 
dominantly purchased in the United States. 


PRODUCTION 


The physical volume of output of agriculture, manu- 
facturing and mining, which together account for more 
than 60 per cent of the national product, is estimated by 
the Central Bank to have risen in 1952 by approximately 
6 per cent over the 1951 level, and it appears that this 
rising trend is continuing into 1953. 


Agricultural production 


In agriculture, which accounts for more than two- 
fifths of the gross national product, production continued 
its post-war upward trend during 1952/53, thanks to 
increases in yield per acre, which reflected the favourable 
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weather, improved internal security, the increased appli- 
cation of fertilizers (although the total quantity used is 
still very low), and improved irrigation facilities. 


The output of all food crops except corn showed 
improvement in 1952/53. During that year, production 
of paddy showed an increase of 11 per cent over the 
previous year and reached its highest post-war level, 
owing to the factors mentioned above and to higher 
prices prevailing to the producers at the time of sowing. 
As a result of the substantial increase in domestic output 
the Philippines are now almost self-sufficient in food: 
imports of rice ceased during the first half of 1953 and 
the authorities even tried to export part of their accumu- 
lated rice stock. 


Production of corn declined owing to the unusually 
destructive typhoons in the principal producing area 
and locust damage in certain provinces. 


The development of inland fisheries accounted for 
the increase in fish production, for which the govern- 
ment, with aid from the Mutual Security Agency (MSA), 
will construct more fishponds. The increase in meat, 
poultry and dairy products was due both to the rise 
in livestock numbers and to the imports of breeding 
animals and their distribution to farmers all over the 
country. 


Major export products: Copra, sugar and hemp and 
their products account normally for three quarters of 
the value of Philippine exports. During 1952/53, there 
was a substantial expansion in the production of hemp 
and, despite rising costs, of sugar. For the first time 
in post-war years the Philippines expected to be able 
to fulfill their annual sugar export quota of 850,000 long 
tons to the United States and to have additional supplies 
available for export to other countries. The production 
of copra, however, showed a large decrease due to 
typhoon damage. 


Industrial production 


Manufacturing industry contributed about 13 per 
cent to the national income in 1952. During the second 
half of 1952 and the first half of 1953 the index of 
manufacturing production showed an increase of 4 and 9 
per cent respectively over the first half of 1952. 
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Most modern factories, especially in the Manila 
area, faced with coal shortage, use electric power. The 
increasing demand for power due to greater industrial 
activity and wider use of electrical appliances, has kept 
pressing on the available supply despite the additions 
to generating capacity, which increased threefold between 


194] and 1952. 


Electric power production in Manila increased by 
12 per cent in 1952/53 as compared with 1951/52, 


permitting a rise in industrial production. 


A sample survey of industrial establishments pre- 
pared by the Bureau of the Census and Statistics and 
covering nearly 2,000 firms allows comparison of pro- 
gress made in various sectors between 1948 and 1952. 
Among the important industries, the greatest progress 
has been shown by the cigarette industry, where the 
value of sales rose from P.9 million to P.138 million; 
centrifugal sugar industry, with an increase from P.82 
million to P.239 million (reflecting the great increase in 
sugar cane output); and soft drinks industry, where 
sales rose from P.28 million to P.67 million. Sales of 
wearing apparel and knitted fabrics also showed an 
impressive rise from P.15 million to P.70 million, while 
cotton piece goods at P.6 million showed hardly any 
progress and cotton yarn output steeply declined to less 
than P.2 million in 1952. 


Among other’ industries, lumber production 
remained almost stationary, while the processing of 
coconuts and the manufacture of edible oils show a 
decline in the value of sales despite some increase in 
the quantities treated. Altogether, the value of sales 
of reporting firms almost doubled between 1948 and 
19522 


This sample survey throws a good deal of light 
on the character of Philippine industrialization, which 
seems to have been concentrated on the production of 
light consumer goods, requiring as a rule only a small 
amount of investment, protected by the exchange and 
import control policies adopted at the end of 1949, and 
made attractive by high prices and demand on the 
domestic market. 


Construction 


Construction has taken a major share in gross 
domestic investment since the war, owing mainly to the 
large government and private expenditure in making 
good the wartime destruction of public buildings, roads 
and bridges, water works systems, and residential houses. 
After reaching a high level in 1947 and 1948, building 
investment declined in 1949 and 1950 as rehabilitation 


1. Reporting firms, it can be estimated, accounted for some 75 to 80 
per cent of industrial production. Prices of most manufactures 
were little higher in 1952 than in 1948, while prices of coconut 
products had fallen substantially. 


ars to have remained 
non-residential 
in residential 


was completed, and since then appe 
approximately stable, some decline in 
building being offset by an increase 
construction.2 


The value of building permits issued for Manila 
showed increases for both residential and non-residential 
construction during the first half of 1953, as compared 
with the first half of 1952. The expansion in the 
value of residential building was however small, owing 
to the tightening up of credit for this purpose, and since 
building costs were rising, the rise in value is compatible 
with a continued decline in the physical volume of 
residential construction. 


Mining 


Despite high production costs, mining output con- 
tinued to show a general increase during 1952/53, as 
the market for Philippine minerals continued favourable. 
Production of iron ore regained the 1939 level in 
response to a large demand from Japan. Production of 
chromite, which was started in 1936, has continued its 
rapid expansion and stands at almost three times the 
pre-war peak. Production of copper was stimulated by 
the high prices of 1951-52, and almost regained its 1937 
output peak, but appears to be declining again. On the 
other hand, gold output, although it shows a rising trend, 
remains at less than half the level of the immediate pre- 
war years. Efforts have recently been made to stimulate 
production by allowing producers to sell the whole of 
their output on the free market. The value of this 
incentive has declined, however, with the free-market 
price of gold. 


rm 


The discussion is based on Abraham: William I., Report and Re- 
commendations of the National Income Adviser: Provisional Text 
(Manila, May 1952}, p. 21. 

The national income data as revised by the Central Bank show a 
different development. According to that series, non-residential 
construction rose steeply from 1950 to 1951, and declined again in 
1952. This is the result of an upward revision of Abraham’s data 
by P.143 million for non-residential construction in 1951 (all of it 
accounted for by the government). However, neither the doubling 
of government investment between 1950 and 1951 (and its fall in 
1952), nor the 75 per cent increase in non-residential construction 
in 1951 (and its decline in 1952) are borne out by the other avail- 
able data. Cement supply and lumber output were declining slight- 
ly and regularly from 1950 to 1952. while a small sample of em- 
ployment in the building trades showed a big fall in 1951 and a 
recovery in 1952. Wages rose slightly throughout, and building 
material prices rose in 1951 but fell in 1952. These data are com- 
pared with the Abraham series, which indicatd a slight and regular 
fall in the volume of residential construction, and a dip in non- 
residential building in 1951. 


Confirmatory evidence can be obtained from the 
‘ government 
budgets, which are shown however on a July to Jun 
basis: e fiscal year 
GOVERNMENT INVESTMENT 
(in million pesos) 


Abraham Central Ban}: Budget actuals 


194950 96 
1950 128 

1950/51 : 
1951 105 247 a 

1951/52 125 
1952 181 on 

1951/53 (estimated) 203 


The Abraham figures were based on the data of 
Auditing Office, while the Central Bank used the ¢ 
of the Burean of Public Works. The reconciliat 
sets of figures is still under way. 


the General 
ar higher figures 
ion of these two 
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e©preciation 


Investment appears to have reached its highest level 
» 1948 and 1949, when both construction and the 
nports of capital goods were at a peak.' 


These figures indicate that the large grants obtained 
mder the Philippine Rehabilitation Act? in the post- 
rar years did not of themselves lead to high levels of 
et investment. In the same way, the substantial rise 
no foreign earnings amounting to some P.300 million 
etween 1949 and 1951, and the increase in gross 
ational product of over P.1,000 million between 1950 
end 1952, have not led to any substantial increase in the 
evel of investment. 


The government, however, is now taking active steps 
o increase the level of total investment, and to channel 
»tivate funds into more useful lines of development. 
nereasing capital outlays are taking place in a number 
-£ public enterprises under construction or undergoing 
xpansion, such as a textile mill, a pulp and paper mill, 
steel plant, a plant for the manufacture of electrical 
-quipment, and a fertilizer plant linked to a hydro- 
lectric project. / On the other hand, a more selective 
»olicy towards private investment was introduced in 
April 1951. New industries considered to be of an 
sssential or desirable character are exempted from the 
_7 per cent exchange tax on their import requirements, 
ind from the 12 per cent corporation profit tax, the 
atter concession to run for 4 years. 


Meanwhile, the Central Bank adopted a policy of 


ncouraging industrial and agricultural loans and dis- 
ouraging credits for financing non-essential imports, 


:. The national income data would however indicate a peak in total 
investment (including inventory changes) in 1951 and 1952. How- 
ever, apart from the questions raised in footnote (2) to page 112 
the national income data for 1952 show inventory accumulation of 
P.375 million, the largest figure for any post-war year, while a 
sample of 168 business establishments indicates an inventory decline 
of 8 per cent (Central Bank, Annual Report, 1952, p. 114). The 
results of the sample are borne out by the rise of imports, partly 
speculative in character, which followed the decontrol order of 
August 1951, while the lower level of imports in 195% would point 
to stock liquidation: the monthly average of import values was 
P.70 million in 1952 as against P.89 million in the last five months 
of 1951. While the national income data include changes in 
agricultural inventories, there is\fevidence that they were at all 
substantial in 1952. 8) 

>. The figures in table 50 do not include other United States 
government transfers such as back pay of Philippine troops, 
veterans’ grants and bonuses, surplus property transactions, etc. 
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TABLE 50 
PHILIPPINES: INVESTMENT AND UNITED STATES GOVERNMENT GRANTS 
Million pesos 
1948 1949 1950 1951 1952 
ee 
ross fixed investment .. | 
617 542 4 
of which Government 110 141 i ee a 
315 325 335 “370 390 
set investment .. sas 302 217 89 64 116 
mited States Government grants 266 406 309 25 50 
urces: Abraham, op. cit. and Central Bank of the Philippines. 
INVESTMENT residential construction, and _ speculative activities. 


Following the Central Bank’s policy, the two large 
financial institutions, the Rehabilitation Finance Corpora- 
tion (RFC) and the Philippine National Bank have 
devoted an increasing share of their resources to 
financing agriculture and industry. New arrangements 
have recently been made to provide facilities for the 
financing of industrial development and particularly to 
meet the credit needs of small private enterprises. First, 
a special trust fund of P.10 million from the counterpart 
fund has been set up in the Central Bank to guarantee 
a large share of the risk to be assumed by banking 
institutions granting loans to socially desirable industrial 
and other development projects undertaken by private 
enterprises which could not meet the requirements of 
the RFC and other financial institutions, Second, a 
plan has also been adopted whereby loans may be 
granted to Philippine financial institutions by the Central 
Bank on behalf of the Export-Import Bank, which has 
set aside a fund of $5 million for financing dollar 
requirements of private small productive enterprises in 


the Philippines. 
EXTERNAL TRADE AND PAYMENTS 


The commodity cycle has had very little effect on 
the income level in the Philippines, as the fluctuations 
in exports were more than offset by changes in United 
States Government expenditure and grants, and as a 
result, total income obtained from exports and transfers 
declined steadily from 1948 to 1952 but rose a little 
in 1953. Thus the variations in the balance of 
payments have occurred on the payments side as a result 
of more or less successful efforts to adjust the level of 
expenditure to the declining trend in earnings. 


The year 1949 saw the first and most severe balance 
of payments crisis, since a drop in export earnings and 
a larger fall in American transfers coincided with an 
almost record level of expenditures. ‘Exchange and 
import controls were introduced of the year 
to meet the threatening fal] in exchange reserves, and 
the resultant drastic fall in imports in 1950 brought 
about a considerable surplus for that year. 
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A 17 per cent levy on all purchases of foreign 
exchange was introduced in April 1951, but since import 
policy was liberalized again, imports rose anew, and 
as increased export earnings were more than offset by 
a heavy fall in American grants, upon the expiration 
of the Philippine Rehabilitation Act, the balance of 
payments showed another deficit. 


Foreign exchange is now allocated to imports on the 
basis of current and prospective export earnings. As 
a result of the 195] experience and the fall in export 
prices, these allocations for 1952 were reduced below the 
1951 level. While imports declined no more than 
exports, a balance was attained thanks to a rise in 
American expenditure and grants, and some private 
capital imports. 


Chart 34 


PHILIPPINES: VALUE OF IMPORTS ANDO EXPORTS 


940 00 a] wes baoad 


With exports at a slightly higher rate, the same 
balanced situation continued in the first six months of 


1953. 
Exports 


While the fall in the total value of exports during 
1951/52 was due to the considerable decline in export 
prices which more than offset the increase in quantum 
of exports, the low level of export value during 1952/53 
was due to low quantum of exports which offset partly 
the moderate recovery in export prices. 


Sugar prices for export to the United States 
remained almost unaffected by the recent commodity 
cycle, showing only a moderately rising trend and thus 
export earnings from sugar were mainly determined by 
the quantity exported. Since production of sugar 


increased considerably after 1950, export earnings from 


sugar in 1951 and 1952 were substantially higher than 
In the first half of 1953, 


in the preceding years. 
ai ecord level, the 


although sugar production reached a reco 
export volume was 18 per cent lower than in the corres- 
ponding period of the previous year, mainly because of 
the decision of the Sugar Quota Administration to with- 
hold 280,000 short tons for the domestic market. 


The International Sugar Agreement, recently signed 
in London, attempts to stabilize the world sugar market 
price: producers’ export quotas are to be increased or 
decreased if the world free market price rises above or 
falls below the limits fixed by the agreement. However, 
the scheme is of limited direct interest to the Philippines, 
since their export quota is only 25,000 tons. 


Of far greater importance is the agreement with the 
United States which provides for a duty free export 
quota of 850,000 long tons of sugar from the Philippines, 
against which nearly 800,000 tons from the 1952/53 
crop had been exported up to the end of August. Under 
the Bell Act, gradually increasing import duties are to 
be imposed on Philippine sugar, starting in the second 
half of 1954. Because of their much higher cost of pro- 
duction, Philippine growers are afraid that after a few 
years they will be incapable of competing on the United 
States market with sugar from Cuba, Puerto Rico and 
Hawaii. The prospect of turning to the free market to 
dispose of their crop is not attractive either, since free 
market prices were less than 60 per cent of the New 
York prices in September 1953. 


The prices of copra and coconut oil fell steeply in 
the second half of 1951, but recovered rapidly after 
mid-1952. During the second half of 1952, the volume 
of export of copra and coconut oil increased as well as 
the price. “ In the first half of 1953, the decline in out- 
put caused a fall in the volume of exports that more than 
offset the price increase, The long-term market prospects 
of Philippine copra and products may not, however, be 
promising, because of the increasing use of synthetic 
detergents in the United States, the growing competition 
from soft currency exporting countries especially Ceylon 
and Indonesia, and the dollar payment difficulties of 
some European consuming countries. 


TABLE 51 


PHILIPPINES: 


FOREIGN EXCHANGE EARNINGS 


Million pesos 


EXportsint.0-1,) meres 

Non-monetary gold .. 

United States Government® 
Total 


Source: IMF and Central Bank of the Philippines. 


a. First nine months at annual rate. 
b. First six months at annual rate. 
ec. Including grants, transfers and military expenditure. 


1949 1950 1951 1952 | q9sga 
522 674 819 7s | gana 
20 23 27 33 ns 
734 520 218 298 4 
1,286 1,239 1,081 1,040 ee 


ee 
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Chart 35 
PHILIPPINES: INDEX NUMBERS OF EXTERNAL TRADE 
Rina 1948 = 100 


nports 


The pattern of Philippine imports reveals a particu- 
»rly heavy dependence on the United States, as much 
s 76 per cent of imports coming from North America 
1 1952. On trade account alone, the deficit with that 
rea was larger than the total deficit of the country. 
{owever, taking into account services and transfers the 
ituation is different and the deficit with the sterling area 
‘as substantially larger than the surpluses with con- 
ental western Europe and Japan. Thus the dollars 
1ade available by the United States Government had 
o be used not only to meet the deficit with North 
america but also for the purchase of sterling. 


Most imports are controlled through a system of 
location of foreign exchange, operated by the Monetary 
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Board of the Central Bank. While the total allocation 
is decided in the light of current and prospective export 
earnings, separate quotas are given for essential and less 
essential commodities which are further sub-divided into 
producer goods and consumer goods. Besides controlled 
imports, there are some goods, including essential food- 
stuffs, fuel and lubricants, fertilizers, raw cotton, and 
machinery and parts, for which the Central Bank supplies 
exchange withoui restriction. Certain luxury goods 
cannot be imported. It was only in the middle of 1953 
that the control of imports was assumed by the Central 
Bank. Previously this power had been exercised by the 
Import Control Commission, and the disappearance of 
that body was marked by a great rise in the value of 
imports in June and July 1953, traders fearing that 
import control might be tightened under bank super- 
vision. Procedures have been simplified, and import 
licences have been abolished, leaving exchange permits 
as the sole means of control. 


PUBLIC FINANCE AND MONEY INCOMES 


Government expenditure in the Philippines is a 
relatively small proportion of national expenditure, 
remaining fairly stable at well below 10 per cent of the 
total. The budget has nevertheless played a significant 
role in the fluctuations of the economy because of its 
sharp swings from deficit to surplus. 


After a long series of post-war deficits, the budgetary 
position for the first time showed a surplus in 1951/52, 
due to a 40 per cent rise in revenue. This rise appears 
surprising at first sight since in that fiscal year export 
earnings were falling and so were agricultural incomes, 
owing to lower commodity prices. It was due to a 
variety of factors, the most important of which was 
the imposition of a 17 per cent tax on most Central 
Bank sales of foreign exchange just before the beginning 
of the fiscal year. Proceeds from other taxes also 
increased owing to a rise in tax rates and more efficient 


TABLE 52 


PHILIPPINES: 


GOVERNMENT EXPENDITURE 


Million pesos 


1949 1950 19518 1952 

we af | 
A. Current expenditure | 448 473 ae oa 
B. Gross investment .. .. 141 128 es ot 
C. Total expenditure (A + B) 589 601 mee whee 
D. Gross national product .. .. .- «-- -: 6,317 6,934 oe ee 
E. Net borrowing and donations from abroad | 688 —13 “pe | al 
F. : Total available means (D + E).. .. .. «. 7,005 | 6,921 568 / ; 
G. Government expenditure as percentage of total _ 

available means (C x 100) .. | 8.4 8.6 7.0 | 8.5 


‘ource: Central Bank of Philippines and Abraham, op. cit. 


For reasons given in footnote (2) on page 112, Abraham’s figures 
have been used for 1951, which in the case of total available means 
may be over-estimates. The revised Central Bank figure for total 


available means in 1951 is P.7,955 million. 
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collection, while the favourable balance of payments in 
1950 resulted in a relaxation of import controls, which 
permitted an increase in consumption and also in tax 
collection. This budgetary surplus, coinciding with a 
fall in export earnings and in United States Government 
transfers, helped to absorb the inflationary potential 
which the high earnings of the previous period had 
generated in the export sector. 


Chart 36 


INDEX NUMBERS OF PRICES AND WAGES 
1949100 


PHILIPPINES = 


WHOLESALE PRICES OF IMPORTED 
PRODUCTS 


4 OF EXPORT PRODUCTS 


! 1 | WHOLESALE PRICES 


COST OF LIVINGS 
(WAGE EARNERS) 


WAGE RATES 
(UNSKILLED ) 


WHOLESALE PRICES OF 
DOMESTIC PRODUCTS 


1950 1951 1952 1953 


These changes were reflected after a time lag in the 
level of domestic prices which started to fall in November 
1951 and continued downward in the first half of 1952, 
in part reflecting lower import prices, in part an increase 
in domestic food production and a better monetary 
balance of the economy. 


Since employment did not appreciably decrease, 
except in the service industries, and real wages tended 
to rise, while profits were falling both in the export 
trade and on domestic sales, some redistribution of 
income appears to have taken place, which helps to 
explain the maintenance of the level of effective demand. 


The year 1952/53 winessed a considerable expan- 
sion in government expenditure for economic develop- 
ment and social services, while revenues were declining 
owing to the new restrictions in imports. Thanks -how- 
ever the economies in other items of expenditure, only a 
very small deficit appeared. 


The value of exports started to rise again in the 
second half of 1952 (although the total value of exports 
in 1952 was below the level of the previous year). 
Imports also rose, but the substantial expansion of credit 
by over P.100 million from June 1952 to June 1953, a 
major part of which appears to have been for the 
financing of imports, would indicate that the rise in 
imports did little to absorb excess purchasing power. 
Real wages continued their upward trend partly 
because the Minimum Wage Law came into force. Em- 
ployment was meanwhile expanding, and the pressure of 


consumption on domestic supplies resulted in a moderate 


increase in prices towards the end of 1952. The price 
movement was however reversed in the second quarter 
of 1953 as increasing quantities of foodstuffs reached 


the market. 


The budget is expected to show a small surplus in 
1953/54 and so monetary stability inay be expected to 
continue. 


THE PROBLEMS OF ADJUSTMENT 


The above analysis has shown that the changes in 
the value of Philippine exports resulting from the Korean 
war boom had been offset by the decline in United 
States Government expenditure and transfers at the time 
of the upswing and cushioned by an increase in this 
expenditure at the time of the downswing. Since there 
has been little inflation in recent years, the need to keep 
a tight rein on imports does not appear to arise from 
an excess of purchasing power in the economy but rather 
from the slow but regular decline in total foreign 
exchange earnings. In other words, production for the 
domestic market has been accounting for an increasing 
share of total income available and this requires a 
transfer of some expenditure from imported to home 
produced goods if balance of payments equilibrium is 
to be maintained and a recession is to be avoided in 
domestic production. This change in the pattern of 
consumption, which has been aided by the imposition of 
the import control, may be hampered to some extent by 
a preference on the part of Philippine consumers for 
American goods. It is more likely, however, that the 
main difficulty arises from the fact that domestic prices 
at the current rate of exchange (including the 17 per 
cent exchange tax) are significantly higher than import 
prices. Under the provisions of agreements with the 
United States the Philippine Government cannot either 
raise import duties or change the value of the currency 
without the concurrence of the United States Govern- 
ment. Failing such action, it appears likely that no true 
international equilibrium is possible unless domestic costs 
of production and distribution can be brought down to 
a level comparable with those of imported goods, 

Of course, international equilibrium js pot the only 
goal of economic policy and may well be subordinated 
to the achievement of a rapid growth of production. 
Thus a country may well choose a situation of dis- 
equilibrium if it is the price that has to be paid for a 
high rate of investnent. However, the large-scale United 
States aid to the Philippines has served essentially to 
raise the level of domestic consumption and jt is only 
recently, at a much lower level of American assistance 
that the government has been taking active steps ts 
increase investment in the basic industries and services 
on which a more rapid rate of development would depend. 


CHAPTER 17. THE PHILIPPINES 


While a shift in the pattern of consumption and a 
aift from consumption to investment appear as two of 
ae major problems of the Philippine economy, a serious 
senace to the level of export earnings may be contained 
1 the provisions of the Bell Act. It was mentioned 
arlier that starting in 1954 duties would be imposed on 
‘hilippine sugar entering the United States and over a 
eriod of 20 years these duties would rise to the normal 
evel of United States duties. While the provisions of 
ais act give the Philippine industry considerable time 
» make the required adjustments and to increase pro- 
vuctivity, it is still possible that considerable difficulties 
aight be experienced long before the full amount of the 
juty is imposed on imports from the Philippines. 


In the light of these various factors, it is not sur- 
»rising that the Philippine Government has been actively 
onsidering the possibility of a revision of the executive 
sgreement and trade pact with the United States. A 
pecial committee appointed by the National Economic 
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Council for that purpose is proposing the following 
principal changes: First, instead of the gradual increase 
in tariff duties on the exports of the United States and 
of the Philippines to one another, which is at present 
contemplated, the committee suggests that a list of goods 
be agreed upon in which trade would remain free and 
unimpeded by import duties. The Philippines intend 
to ask that sugar be put on this free trade list. Second, 
the clauses in the existing act which limit the power of 
the Philippine Government to administer the national 
currency and to tax foreign trade should be eliminated. 
The committee also suggests a revision of the exceptional 
rights at present granted to American citizens. 


While such a revision may place the government in 
a somewhat better position to deal with some of the 
readjustment problems it faces, it can do no more than 
establish conditions that would facilitate the carrying out 
of constructive and far-reaching development policies. 


Chapter 18. 
THAILAND 


INTRODUCTION 


Agricultural production in Thailand, which accounts 
for about 60 per cent of the national income, recovered 
rapidly after the war, cereal production exceeded the 
pre-war level already in 1946/47, and agricultural 
production as a whole reached 147 per cent of the 


1934-38 level in 1951/52. 


Industry is limited to the processing of primary 
products for export, and some production for local 
consumption. There are indications of substantial 
increases in investment, both by the government and 


by private interests. 


The world shortage of rice and consequent high 
prices were the main reason for the continuous expansion 
of exports, which reached a peak in 1951, when rubber 
and tin prices were also unusually high. Since the 
price of rice continued upward in 1952, Thailand was 
not seriously affected by the decline in rubber and tin 
prices. It was only in 1953, with the start of a decline 
in the rice markets, that problems of readjustment 
became serious. 


After encouraging imports during the boom period 
(for instance through an appreciation of the currency), 
the government allowed the foreign exchange market to 
find its own equilibrium, but with the deterioration of 
the situation toward the end of 1953, it has now resorted 
to quantitative import restrictions. 


PRODUCTION AND DEVELOPMENT 
Agriculture 


Rice, the most important crop, is cultivated on 
over 90 per cent of the farmland, and accounts for 
more than one fifth of the national income and about 
one half of exports. The rising export prices of rice, 
due to the general shortage in South-East Asia, have not 
been fully reflected in the domestic price, which was 
largely insulated by the government rice export mono- 
poly. The internal price has however risen steadily 
though more moderately and has provided some incentive 
to the producers. 


There was little war damage and production tended 
to increase in the post-war years though the extent of 
increase over pre-war level cannot be gauged accurately 
owing to under-estimation of pre-war crops. In 1951/52 
a bumper crop was harvested but in 1952/53 output 
fell by 10 per cent as slight drought followed by floods 
in several western and west central provinces reduced 
the harvest area by more than 10 per cent and the 
unseasonable rainfall in some central provinces damaged 
the paddy stocked in the open to dry. 


There has been no appreciable increase in yield 
per unit of land, but an agricultural development pro- 
gramme is under way aiming at higher yields especially 
by improvement and extension of irrigation and most 
important of all, the rice breeding programme for 
improved seeds, 


A major irrigation project under way at Chainat, 
that will provide regular water supply to an area of 1 
million hectares, should increase rice output by 800,000 
tons. The cost of imported equipment is financed by 
a loan of $18 million from the International Bank. and 
the progress of the work to date allows the hope that 
it will be completed in 1958 as scheduled. 


Research is also being carried out to find the 
optimum fertilizer combinations for various soils and 
to improve rice seeds by selection and cross breeding. 
In the next four years, chemical fertilizers will be pur- 
chased to be distrtibuted at cost over an area of about 
54,000 hectares of paddy. The response to this experi- 
ment may however depend on the relative prices of 
paddy and fertilizers. 


Owing to the dangers of excessive reliance on a 
single crop, the government is encouraging crop diver- 
sification and animal husbandry, particularly production 
of previously imported items such as jute, cotton and 
sugar.! 


Rubber, with a total planted area of approximately 
600,000 acres, is grown chiefly for export in small 
holdings in the southern provinces. Production and 
export exceeded the pre-war level, even jin the earl 
post-war years, and reached a record high during me 
1950-51 boom but have since declined. The recent fall 
in rubber prices and the drop in earnings of tappers 


1... Goulds ~ dosent S., “Thailand, a payelonin 


gz ” 2 
Quarterly, July-September, 1952, p. 3 economy,” Indian 


vho work on a share basis on larger holdings have 
used hardships in the rubber growing areas, and the 
‘overnment is taking steps to assist rubber producers 
»y improvement in the techniques of production, pro- 
essing and grading. 


Teak and yang are the two principal timber 
eroducts in Thailand. At present, the government 
jupervises some 125,000 square kilometres of teak forests,1 
vhich are under regular exploitation, with due atten- 
ion to reforestation. Teak felling has steadily increased 
ince the end of the war. The amount of teak extracted 
m 1950 (245,000 cubic metres) was about 3 times 
lhe average annual extraction during 1945-48. Teak 
oroduction for 1951 was estimated at 258,651 cubic 
metres.2. Output figures for 1952 and 1953 are not 
available. Extraction of yang, an important construc- 


ion timber, and of other logs decreased moderately in 
{952 as compared with 1951. 

Mining 

Tin, wolfram, antimony and lead are the four 
rrelatively important minerals. Much of the tin-mining 
equipment was damaged or allowed to deteriorate during 
the war and in 1947; production was less than one 
tenth of the pre-war peak. Starting in 1948 tin produc- 
‘tion began to improve considerably and reached the 
spost-war peak in 1950 with an output or 14.6 thousand 
ttons. Since then, output has fallen together with world 
prices. The appreciation of the free-market baht early 
‘in 1952 also was a severe below which hit small mines 
‘hardest and a number of them closed down. Many 
larger mines were operating at a loss because, if they 
closed, the reopening cost would exceed the operating 
loss. Total output of all tin mines declined substantially 
during the first three quarters of 1952. In September, 
foreign exchange which tin exporters had to surrender 
to the Bank of Thailand at the official rate was reduced 
from 40 per cent to 20 per cent of export proceeds, and 
this change restored a great part of the fall in earnings 
which had resulted from the currency appreciation. As 
a result, the output of tin increased substantially during 
the last quarter of 1952 and remained at a comparatively 
high level during the first half of 1953. In the summer 
of 1953 tin prices fell again after a period of relative 
stability. In the long run, production of existing mines 
is expected to decline as the exhaustion of a significant 
number of ore beds is predicted in the next ten years. 
A number of mines have already passed their optimum 
working age and are operating at considerably increased 
cost. Foreign mining interests have, according to 
available information, made no new investment since 
1952. To help the tin industry, the government is 
considering a halving of the royalty rate. 


1 It has been estimated that 63 per cent or approximately 324,300 
square kilometres of the total land area is under forest cover. 
Gould, op. cit., p. 136. : 

- The above information on teak is from Thailand—Summary of 
Basic Eonomic Information, U.S. Department of Commerce, 
Business Information Service, World Trade Series, No. 389, May 
1953. 
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Production of wolf/ram and lead followed a trend 
similar to tin, and wolfram producers are also reported 
to be in a difficult position. 


Transport 


The railway system which operated 3,272 kilometres 
before the war was badly dislocated by wartime 
bombing.® 


Post-war rehabilitation progressed steadily with the 
assistance of a $3 million loan from the International 
Bank and United States Aid. Almost two thirds of the 
loan is being spent to re-equip the railway workshops 
at Makkasan, Bangkok, and the rest for signalling 
equipment. After considerable initial delays, construc- 
tion is now going forward satisfactorily, and the work- 
shops are likely to be completed in 1954. The signalling 
equipment is arriving and some has already been 
installed.4 


In 1952, three major bridges destroyed during the 
war were replaced, and railway operation approached 
pre-war level, carrying 68 million ton-kilometres of 
freight in March 1953 against a monthly average of 25 
million in 1948. 


Highways so far have been used chiefly as feeders 
to the railway and river systems. However, the govern- 
ment is undertaking to construct in the next few years 
a system of trunk roads with a total length of nearly 
5,500 kilometres and of provincial roads with a total 
length of 8,700 kilometres. 


This programme, for which a loan has been under 
discussion with the International Bank, would increase 
more than three fold the existing road mileage. It is 
reported that 600 kilometres of new highways are to 
be opened to traffic in 1953, as compared with 300 
kilometres opened in 1952 and 233 kilometres in 1951.° 


The waterways which connect four rivers by a 
system of artificial canals are the most important means 
of inland transport carrying more than three fourths of 
the country’s freight traffic. The number of licensed 
river craft has been reduced since pre-war, but the size 
of boats and the number of those operated by motors 
have increased.® 


The development of the Bangkok port has been 
financed by an International Bank loan of $4.4 million. 
The greater part of the loan is being used to finance 
the foreign exchange cost of dredging a canal through 
the sand bar at the mouth of the Chao Phya river, to 
enable larger vessels to enter the port of Bangkok. The 


3. Bridges, principal stations, repair shops, about 50 per cent of the 
rolling stock, signal equipment, etc. were either completely destroy- 
ed or made unusable. 

4. International Bank for Reconstruction and Development, Annual 
Reports, 1950/51, 1951/52 and aru e. 

5. Bangkok Post, 11 October 1952. ’ 

6. Licenand river craft in 1950 totalled 34,263, as compared with 
72,000 licensed in 1939. Of the traffic craft, 3,511 are motor- 
driven against only 2,000 in 1939. See Thailand—Summary of 
Basic Economic Information, op. cit. 


120 ECONOMIC SURVEY OF ASIA AND THE FAR EAST, 1953 


rest is being used to finance cargo-handling equipment 
at the port terminal, and navigation aid in port waters. 
The project should increase the port capacity and reduce 
cargo handling costs by the elimination of lighterage 
and trans-shipment charges. The dredging work which 
has been delayed, may be completed in 1954. 


Fuel and power 


The rapid increase in demand for electricity in the 
Bangkok area has resulted in overloading the generating 
facilities. New generators are being installed, and the 
situation had substantially improved by the end of 1953. 
A new power station with a capacity of 20,000 kw is 
proposed for Bangkok and Thonburi; it would take 
three years to build at a cost of 25 million baht. 
Surveys are being made of possible locations for hydro- 
electric projects in the northern part of the country.' 


Wood is at present the main fuel, but cannot meet 
the expanding requirements of the economy. Lignite 
deposits are known to exist but their development is 
yet to be completed. Petroleum is known to exist in 
the province of Chiengmai, but the extent of resources 
is still to be determined. 


Industry 


Industrial development, which is so far limited in 
scope, has been handicapped by the lack of fuel, power 
and technical personnel. The government which has 
established and operated a number of factories is at 
present stressing the investment in power and transport. 
Until considerable improvement in the power supply 
results from the hydro-electric projects, no great strides 
in industry can be expected. 


The progress in the main industries is briefly 
described below: 


Cement production expanded rapidly in response 
to the high post-war level of demand, and an extension 
of the present capacity of 20,000 tons a month is 
planned. The establishment of another cement factory 
to supply the construction requirements of the Irrigation 
Department is being considered. 


The establishment of a steel mill is under study 
by the government and by a number of Japanese com- 
panies who are also interested in developing the high 
grade iron ore deposits which have been found in the 
western part of the country. 


The one cotton mill in Bangkok, with 21,000 
spindles which supplied over half the requirements of 
the handloom industry, proved incapable, in the absence 
of import duties on yarn, of withstanding competition 
from imports after the appreciation of the baht in 1952. 
The mill was declared bankrupt in the middle of 1953 
and is at present being reorganized. 


1. There is also widespread although small-scale electricity genera- 
tion in other municipalities and by private concerns. 


A glass factory, which started operating at the 
beginning of 1953 with Australian capital, is now 
producing one million bottles a month. The govern- 
ment has raised import duties on bottles to offset the 
duties that had to be paid on imported raw materials. 


The government is building an additional factory 
to manufacture gunny bags. When it is completed, 
domestic output should reach some 15 million bags a 
year, enough to cover three quarters of the country’s 
requirements. 


There are several other factories producing soap 
and other consumer goods, and the government is also 
running factories manufacturing paper, sugar, alcohol, 
and rubber goods. Plans have been made for the 
erection of more plants, particularly for chemicals, with 
the expected participation of foreign capital and technical 
experience. 


While government investment has greatly expanded, 
there are at present no announced priorities in the 
allocation of funds. Projects are prepared by the 
ministries or departments and then submitted to the 
Cabinet. Even Cabinet approval does not mean how- 
ever that the project is immediately put into operation, 
since this depends on the availability of funds. Projects 
can thus remain on paper until they are incorporated in 
the government budget. In 1952, the government has 
set up a planning committee to study existing projects 
and to recommend investment priorities. 


EXTERNAL TRADE AND PAYMENTS 


Despite continuous increases in the value of imports, 
the balance on account of goods and services showed 
sizable surpluses between 1947 and 1951, mainly because 
of the persistent rise in both the price and the quantity 
of rice exports. During 1950/51 the high prices of 
rubber and tin also contributed to the increase in 
foreign exchange earnings. The surplus, however, 
turned in 1952 into a deficit which grew larger in the 
first half of 1953.2. While imports continued to increase 
during this period, export earnings fell, owing chiefly 
to the falling prices of rubber and tin and the decline 
in minor exports due to the appreciation of the free- 
market rate of the baht. In addition, there were large 
non-monetary gold imports which in 1952 apparently 
more than offset the trade surplus and in the first half 
of 1953 were far larger than the deficit on merchandise 
account. The increase in the deficit on services was 
also notable in the first half of 1953. 


The Bank of Thailand used some of the liquid 
foreign assets which were accumulating jn 195] to 
purchase $66.4 million of International Bank sterling 
bonds. It appears that a large part of these bonds had 


2. The magnitude of the deficit in the first half of 2 
exaggerated owing partly to the possible Gndervalnatier gear be 
rice exports, thus accounting for the unsually hive of private 
omissions in the balance of payments. errors and 
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»een sold in 1952 since the Bank’s liquid foreign assets 
mnereased in spite of a deficit on current account. In 
rhe first half of 1953, foreign reserves showed, for the 
irst time since 1948, a small decline. 


‘xports and export control 


Rice is the major export commodity which accounted 
or about one half of the total export earnings in the 
sost-war period; it is followed by rubber, tin and teak 
n that order. Almost all foreign exchange earnings 
rom rice expors and a minor part of those from rubber 
ind tin exports must be surrendered to the Bank of 
Thailand at the official exchange rate. Other exchange 
arnings can be sold on the free market. 


In 1952 and 1953, approximately two thirds of 
ice exports were sold under government-to-government 
-ontracts, and the rest exported privately, usually at 
abstantially higher prices. The government has 
succeeded in isolating the domestic price from fluctua- 
ions in export prices by keeping its internal procure- 
ment price steady and by a rigorous system of export 
-ontrol over private trade. In order to obtain a 
icence to export 1 ton of rice, millers must sell 5 tons 
o the government at a price that has remained 
inchanged since 1948 and at times could not cover the 
niller’s costs. The proportion of permitted exports 
(so-called “inducement rice’) to deliveries to the 
zovernment has varied from time to time and is so 
calculated that the profits on the one are largely offset 
by the losses on the other. 


Besides, the government also sells export licences 
-o approved dealers (so-called free quota rice) for a 
sremium that is calculated on the basis of the difference 
between the domestic and the foreign free market price. 
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The government sells to the Bank of Thailand at the 
official rate of exchange its export earnings and private 
traders must turn in an equivalent amount of foreign 
currency per ton exported. If they succeed in obtaining 
a higher price the remainder can be sold on the free 
market. Because of these quantitative controls and 
these various types of export duties, traders and millers 
have no incentive to bid up the domestic price. 


Favoured by strong foreign demand and high 
export prices, rice exports followed the rising trend of 
production until 1951, but in 1952 they fell by 9 per 
cent, in spite of the fact that the 1951/52 crop was 
10 per cent higher than the previous year’s. The 
government decided early in 1952 to limit exports. 
Export quotas were reduced, and export prices were 
raised by about 7 per cent for government contracts. 
Free market export prices which were already higher 
rose even more. In the last quarter of 1952, export 
quotas were announced rather late and prices went up 
again, by about 11 per cent in the case of government 
rice. 


Buyer’s resistance to the high prices became 
evident in 1952/53, supported by a world-wide increase 
in rice production and the continuing shift in consump- 
tion from rice to other grains. Thus early in 1953 
although the government deferred the conclusion of 
export contracts, there was no rush to buy free market 
rice. Exports of “free quota” rice were further dis- 
couraged by the increase in the premium payable by 
private exporters from $20 to $30 per ton, and by the 
increase from 4.5 to 5 tons in required sales to the 
government for each ton of “inducement rice” exported. 
Private exporters therefore found it more difficult to 
make price concessions in foreign markets where com- 
petition between sellers was gradually becoming keener. 


The large crop and reduced exports in 1952 resulted 
in a big carry-over. 


While Ceylon and the Philippines were not buying 
any rice in 1953, India and Indonesia, which had been 
important customers in 1951 and 1952, reduced their 
purchases to a very small amount. Hong Kong, Japan 
and some other countries imported more Thai rice in 
1953 than in 1952. Total rice exports in 1953, at 1,340 
thousand tons, were about 6 per cent below that in 1952. 
At the end of October, the government lowered its 
contract price (the so-called “f.o.b. charges” were 
reduced from $20 to $14), while prices of “free” export 
rice were falling on the international markets." 


1. Price of 5 per cent broken Thai “free” rice in the Singapore mar- 
ket dropped from MS43.00 per picul on 17 August to $M41.50 on 
28 September 1953. In mid-April the price was M%47.00 (Bang- 
kok Post, 30 September, 1953). 
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TABLE 53 


THAILAND: EXPORTS OF PRINCIPAL COMMODITIES 


Quantity: Thousand tons 
Value: Million dollars 


RICE@ RUBBER | TIN 
SS nL tS 
Quantity Value Quantity Value Quantity Value 
——— - ; | 
1951 
ifcor hoseecc® Mug) Moa MO ca OD oom mere cin ic 799 98.2 54.9 58.8 | 6.2 12.2 
JULDECe eee ee te ure ete hs, enmmues 778 100.0 54.9 45.0 6.3 10.5 
1952 | 
anchineian teehee ee aint les ae meer 735 104.6 48.9 29:5 | 5.8 9.3 
Ral Dec we wee te el ak ed ie a Tee cat 690 105.6 50.6 24.8 | 7.2 12.1 
1953 | 
Jan ineracagiees ok Sete. Reiman 720 113.5 48.9 5: 6.9 11.1 
JullO ctw ceuscns ofsa gatomescim lessek may, Riniee Lorevaeyars 401 62.9 31.6 11.7 £3 §.3 
JUlDOCH eee ce me sce  aich a ale) inte 620 98.2 ae Aaa ee : 
= See ee SS 


Source: Bank of Thailanl. 
a. Including donations. Value includes f.o.b. charges and premium. 


In the first days of 1954, the Thai government 
announced that it was prepared to lower its export price. 
Internal prices had already declined owing to the 
accumulation of stocks. 


Export earnings from rubber fell by half in 1952 
as compared with 1951 and by one-third in 1953! as 
compared with 1952, owing chiefly to the considerable 
fall in prices. The Thai-United States rubber purchase 
agreement lapsed at the end of 1952 and was not 
renewed. While it had routed all Thai rubber exports 
to the United States market, it did nothing to support 
the price. Under the terms of a one-year agreement 
concluded in September 1953, Japan agreed to buy Thai 
rubber to a total value of $1 million. The approciation 


1. As indicated by the annual rate of the first ten months. 


TABLE 54 
THAILAND: RICE EXPORTS 


Thousand tons 


To 1950 1951 1952 1953 
India &ttai.. hack 88 230 176 4 
Indonesia: = ban is} 90 180 220 49 
PRilippines mn. aes aan 6 109 31 — 
Ceylonin: Wart. Gea) es 30 —_— 16 — 
Mctleryicteni ea eee rere 467 406 377 377 
Jatebeve; MGehstef 3h ha 5c 191 115 172 235 
ifoqoloin, al no = HomeOn 318 336 306 476 
Korea Sato mor — 40 47 99 
Other countries .... 299 161 80 100 
Total exports .. .. 1,489 yA) 1,425 1,340 
Total production of 
pose ag a te 6,684 6,782 7,325 6,602 
(1949/50) | (1950/51) | (1951/52) | (1952/53) 


Sources: National Economic Council and Bank of Thailand. 


of the free market baht early in 1952 and the require- 
ment to surrender to the Bank of Thailand 20 per cent 
of the exchange earned on rubber exports at official 
rates affected the competitive position of Thai rubber 
on the world market, in a period of falling prices. 


Tin exports rose in the second half of 1952 and 
the first quarter of 1953, because of higher profits 
following the reduction in the proportion of exchange 
earnings that had to be surrendered to the Bank of 
Thailand at official rates. Exports fell in response to 
the April 1953 fall in tin prices: in May they were 
cnly 883 tons as compared with 1.417 tons in March. 
They have risen again since June. 


Exports of timber had risen up to 195] when the 
high price of teak diverted foreign demand to substitutes, 
while exports of other types were banned in order to 
conserve supplies for the home market. Owing to the 
deterioration of the balance of payments position, this 
ban has been lifted since July 1953.2 


Imports and import policy 


Up to November 1953, Thailand had made very 
limited use of quantitative import restrictions, but had 
relied on multiple exchange rates. The official rate of 
35 baht to the pound applies to the bulk of exports—rice 
and part of the proceedings from tin and rubber, while 
it is used only for a very limited range of imports, 
mostly government procurement. The Bank of Thailand 
sold part of its excess foreign exchange receipts to the 
commercial banks at the rate of 45 baht to the pound 
for the purchase of a wide range of permitted imports. 
Exchange for other imports and for invisible payments 
had to be obtained from the free market which is fed 


2. No data have been available since 1950 on ot 
ports, because of the reorganization still in p 
statistics. 


her commodity ex- 
rogress of customs 


vy part of the proceeds of rubber and tin exports, as 
well as by those from other minor exports. The Bank 
4 Thailand has on occasion intervened in the free 
narket by selling additional supplies of exchange to the 
eanks. The Bank can also affect the demand for 
«xchange on the free market by changing the list of 
-ommodities for which it is prepared to supply sterling 
at the rate of 45 baht.t 


Tke value of imports has increased continuously 
‘ince 1948 as a result of the expansion in money income 
irising from the export boom and the considerable rise 
m government expenditure. In 1952 and 1953, although 
*xport proceeds declined, the great increase in govern- 
ment expenditure and in the budget deficit helped to 
sustain import demand. In order to lower the cost of 
‘iving, the government instructed the Bank of Thailand 
n February 1952 to reduce its selling rate of sterling 
from 51 baht to 45 baht per pound, an appreciation of 
13 1/3 per cent. As a result, large imports were 
financed by sterling which the Bank of Thailand had to 
supply to the free market to support its new rate. 


The commercial banks’ selling rates showed a 
smaller appreciation and the Bank of Thailand imposed 
exchange control on capital movements and outward 
remittances.2, The commercial banks’ rates came close 
to the Bank’s rate in July and remained stable up to 
February 1953, owing possibly to large Bank sales of 
sterling to the commercial banks. 


Gold imports when permitted by the Ministry of 
Finance are also financed by foreign exchange available 
in the free market. Before November 1952, no permits 
were given. Since then, the sole right to import gold 
was given to a newly organized financial syndicate,’ 
which was importing a monthly average of $3 million 


of gold in the first half of 1953. 


In view of the recent adverse change in the balance 
af payments and the declining government revenue, a 
bill raising import duties on many non-essential goods 
(including pianos, gramophones, records, automobiles, 
liquors, refrigerators, etc.) was passed in September 


1953. 


The foreign exchange supply deteriorated in 1953 
with the fall in the value of exports. In March the 
Bank started to reduce the number of commodities for 


1. For imports of non-essentials from Japan the rate which are very 
close to commercial banks’ rates are announced by the Bank of 
Thailand fortnightly. ; 

2. Since May 1952 exporters have been required to sell to or deposit 
their foreign exchange proceeds with authorzied banks or exchange 
dealers. Since March 1952 remittances for family maintenance 
abroad and expenses for foreign travelling are limited. Any ex- 
cess requirement and capital transactions have to be approved by 
the Bank of Thailand. F 

3. The syndicate, with 12 leading banks as its share-holders, sells 
gold to some large gold companies for resale to local gold shops. 
It was explained that while the smuggled imports of gold would 
be difficult to prevent, permission of legal imports would raise 
revenue for the government from the special fees charged and 
supply the people with better quality gold at reasonable prices. 
It seems that the government has no intention to discourage gold 
hoarding. Some of the gold may however be re-exported. 
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which it was prepared to sell sterling exchange, and the 
free rate of the baht fell as a consequence. Political 
fears caused by the brief invasion of Laos in May 
caused a further depreciation. As the sterling reserves 
of the Bank declined, new commodities were struck off 
the list of imports financed at the Bank rate. Increased 
demand and falling supply on the free market caused 
a continued fall in the baht rate to 57 baht to the 
pound in October. The fall in the value of the currency 
was arrested by imposing import controls over a wide 
variety of goods in November. Despite the immediate 
rise in the value of the currency which followed, this 
measure missed its declared purpose of bringing down 
the cost of living, since scarcities, real or anticipated, 
drove up substantially the prices of most imported 
commodities. 


PUBLIC FINANCE, MONETARY POLICY AND 
INFLATION 


The two most important factors affecting the mone- 
tary situation have been the balance of payments and 
the government budget. 


Considerable caution is however necessary in inter- 
preting the monetary impact of the balance of payments 
surpluses. Owing to government export of rice and to 
the multiple exchange rate system, a substantial part of 
export earnings accrue to the government Rice Bureau 
(arising from the difference between the government 
domestic procurement price and its export price), while 
the exchange profits of the Bank of Thailand, arising from 
the difference between the buying rate of 35 baht tc 
the pound and the selling rate of 45 baht, lessen the 
amount of currency created by an export surplus. These 
arrangements meant that farm incomes remained fairly 
stable throughout the export boom and that foreign 
trade had a deflationary bias since each dollar of 
imports absorbed more currency than was created by 
a dollar of exports. 


The profits of the Rice Bureau are regarded as 
part of the government revenue, and are therefore not 
shown separately in table 55, which summarizes the 
main expansionary and contractionary forces at work 
in the economy. The exchange profits of the Bank, on 
the other hand, are not transferred directly to the 
government, and are therefore shown as a deduction 
from the balance of payments surplus.* 


By 1949, the expansion in physical production and 
in the availability of goods, the budgetary surplus and 
the siphoning off of purchasing power by the Bank 
ahd brought under control the inflationary pressures 
inherited from the immediate aftermath of the war. 


4. The dollar figures of the balance of payments have been converted 
into baht at the official rate of exchange. The resulting baht 
figure, less the exchange profit of the Bank, indicates approximate- 
ly the total monetary effect of foreign trade, including of course 
the creation of deposits in favour of the government from its pro- 


fits on rice exports. 
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TABLE 55 


THAILAND: FACTORS FOR MONETARY EXPANSION AND CONTRACTION 


Million baht 


ee 


1949 
Balance of payments on current account* .. .. 523 
lbiqelovswreys) jd 05 Go do oo oo 90 aC 340 
Increase in loans and advances of commercial banks 
Government/accounts) 92. se es es se ae 29 
Increase in money supply .. .. «- «+ «+ «=. 226 
Total money supply (end of the period)® .. .. .. 3,107 


Sources: Ministry of Finance, Bank of Thailand. 
a. Goods, services non-monetary gold and private donations. Dollar 
figures converted at the official rate of exchange. 


b. Estimated on basis of ‘‘Other deposits” in the Bank of Thailand’s 
returns. 


The boom of 1950-51 brought about a re-emergence 
of inflation. Despite the rapid rise in government 
revenue, expenditure rose faster and the 1949 surplus 
was turned into a deficit of widening magnitude. The 
rapid rise in expenditure was due lo increased outlays 
on defence, higher pay to the civil service as the cost 
of living increased, and a particularly rapid growth 
in capital expenditure, which has been accounting for 
an increased share of both total expenditure and national 
income. 


In addition, the large balance of payments surplus 
was offset to a small degree only by the Bank’s exchange 
profits. The result of these forces can be measured in 
the rapid rate of currency expansion in 1950 and 1951. 


The threat of inflation was increased in 1952 by 
the sizable government deficit, the continuous rise in 
the export price of rice which caused the domestic 
whalesale price to rise by 12 per cent in the year, and 
the bumper rice crop which resulted in a great expan- 
sion in money incomes. 


Currency appreciation was carried out in February 
1952 in order to counter these dangers. The volume of 
imports rose steeply as a consequence, while exports 
were discouraged and the balance of payments turned 
into a deficit which, together with the increase in 
exchange profits of the Bank, offset the effect of the 
government deficit: currency circulation remained almost 
unchanged. Domestic prices of imported goods fell 
by nearly 23 per cent between the second half of 195] 
and of 1952, without however much effect on the cost 
of living of the working classes of which imports are 
but a small component. 


Government revenue increased again in 1953 largely 
as a result of the introduction of a few new taxes and 
of increases in tax rates which affected business taxes, 
import duties, purchase taxes and alien registration fee. 
The budget deficit was however larger than the actual 


1953 
1950 1951 1952 First half 
756 728 993 —440 
259 181 583 pb 
33 132 124 _ 
==125 =o Aiee —761 —748 
860 940 25 342 
3,967 4,907 4,932 5,274 


| 


ec. First five months. ; 

d. Balance of actual revenue and half of estima 
ture. 

e. Including notes in circulation and demand deposits 
banks. 


ted budget expendi- 


of commercial 


Chart 38 


THAILAND: INDEX NUMBERS CF WHOLESALE PRICES 
AND OF COST OF LIVING 


125, 
A. WHOLESALE PRICES 
120) Jen. - June 1950+ 100 


GENERAL 


eet 
J Senet RICE (35% White, Broken) 


i # | 
bd ae 
a 
1 2 * 28 
8B. COST OF LIVING GENERAL ou oe 
KS : My . 
ee 7 4 
: “ees 
. 


1948100 


torte ener 


1950 1951 1952 toss 


deficit of 1952. The government has received large- 
scale borrowing powers to finance capital outlay1 re 
has borrowed from the Bank both foreign exchange and 
the Bank’s exchange profits. 


The figures in table 55 would suggest situation 
of monetary equilibrium in 1953, with the government 
deficit being offset by the exchange profits of the Bank 
of Thailand and the import surplus. However, as men- 


1. The Loan Act for Reconstruction and Development wa: . 
early in 1953, empowering the government to borrow . “s passed 
million baht in foreign exchange from the Bank p to 1,200 


2,800 million baht in local currency from the public nawand and 
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tioned above, it appears that the balance of payments 
deficit for the first half of the year was considerably 
overstated. The rise in bank advances, essentially to 
finance the large rice inventories, was also an inflationary 
factor, which, together with the government deficit, 
accounted for the increases in money supply and prices 


which had occurred in 1953. 


While the balance of payments deficit of 1952 had 
been the result of deliberate government policy, and 
was easily met from the reserves of the Bank, even 
the small deficit for the first half of 1953 created 
difficulties for the Bank, because of its desire to keep 
the currency issue backed by a high ratio of foreign 
exchange holdings. While the rise in money supply 
might have been responsible as much as the foreign 
trade deficit for the stringency in exchange availability, 
the Bank found itself incapable of backing the govern- 
ment policy of lowering the cost of living through appre- 
ciation of the currency, as had been done early in 1952. 
It proved necessary to impose import restrictions in 
November in order to sustain the higher rate desired 
by the government, since the Bank was unwilling to 
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finance the higher rate of imports that would otherwise 
have resulted from cheaper import prices. The inflation- 


ary consequences of this policy have already been 
mentioned. 


CONCLUSION 


Thanks to its favoured export position and to the 
monetary policy of the Bank, the Thai economy 
experienced in the last few years both a rapid rate of 
growth and a greater measure of stability than was 
common among countries of the region. Problems of 
adjusting the economy to a lower level of export prices 
had barely made their appearance by the end of 1953. 
Serious difficulties might however occur in 1954 if export 
prices were to decline substantially, as the government 
accounts are already in substantial deficit despite the 
current high level of revenue. The government may 
have to choose between decreasing its rate of investment 
and other measures of budgetary economy, steps to 
promote exports and discourage imports may prove 
necessary as well. 


’ 
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SPECIAL TABLES 
A. PRODUCTION OF SELECTED AGRICULTURAL PRODUCTS 


AREA (1,000 hectares) PRODUCTION (1,000 tons) 
1934-38 1934-38 1/52| 1952/53, 1953/54 
erence 1950/51 | 1951/52 | 1952/53 | 1953/54 EGE 1950/51) 1951/ 
RICE (padd 
ae : s See ee els ES 3,831 | 3,816 4,000 ie 6,971 5,200 | 5,500 ce 
Cambodia =. 70 Sb eg 1,086 1,180 sie a wid 1,301 | 1,440 ser, Pe 
China (Taiwan only) . . . . 666 770 780 785 ae 1,6422 1,950 2,040 , pe 
elise 5 bh o & & o ¢ 06 6 JASE | calcile 29,811 30,219 27,296 34,182b | 30,862 | 31,6093 35,6 = 
lntelonGiites 5 5 & 5 uo p a 0 6,042 6,041 6,440 6,530 aie 9,987 8,615 9,180 ore 10,427 
Ifsqeyocnbee So Bye cern We etre Gree 3,169 2,994 3,004 3,004 3,015 11,501 12,064 11,302 A, 929 | $,000 
Korea (south) . ‘ : ‘ : ; A 1,216° 1,010 915 1,225 1,280 2,726° 2,985 2,560 a,90 
Loosmeea meet dete ee ce ts 850 765 800 Be ad 570 502 500 
Pokistan” 5. =< < =» % » | 7062) 199,065 9,098 | 9,314 = 11,169 | 12,490 | 11,800 | 12,211 .s 
Dobler) 4 om 6 a 6 0 6 1,990 2,292 2,466 2,456 1,715 2,179 2,765 2,831 3,144 Me 
eyentlemel G 4 4 6 o 6 o co 3,370 5,295 5,736 5,130 - 4,357 6,782 7,325 6,602 , 
Viet N Gin erie ape a. wah ees ae 1,650 1,869 1,924 ae ccd 2,210 | 2,564 2,633 
WHEAT 
China (Taiwan only) . .. . 1 18 14 14 - 1 1904 15 16 oun 
InGdicigy-ne-t cee eee ek ase em 0,802; 9,758 9,746 9,403 9,726 7411 6,391 6,462 | 5,861 pp: 
Japan gees miculeuner! of) ae, Sete: 684 764 733 720 685 1,288 1,338 | 1,490 | 1537 pe 
Pakistan ieee cre 2 ile Ps cats 3,766f 4,336 4,383 4,142 3,859 3,183 4,022 4,016 | 3,112 | % 
SUGAR | 
China (Taiwan only) one 
Centrifugal (raw value) ie Ae ae He re 1073 | 356 | 42 | oe 
India: Centrifugal (raw value) | 1,326 1,708 1,939 1,771 1,532 1,0906 1,350 tL OO We tee 
Non-centrifugal; Gur Bic ee Fics ni = | 2,800h 3,180 | 3,330 3,360 
Philippines: Centrifugal (raw value) 241h 140 169 200 | g960h | 9848 rt Boo 
Non-centrifugal a ie ae =e a 57h ea 45 | 36 
POTATOES | | 
Deisteis) eo Ae, i ly ae Oe 151 192 197 197 a 1,622 2,442 | 2,569 | 2,515 | #886 
Indicme eb rate es. 182h 240 248 246 199 1,833 1,656 1728 | 41,963 
SWEET POTATOES & YAMS 
China (Taiwan only) . . . . | 126i 233 231 230 Nes 1,279i 2,201 | 2,022 | #2100 | 
Indonesian ean ay a ee | 08 229 241 249 ae 1,459 1,615 | 1,676 1,800 oa 
JQPOnGE-EREenUos. wal ae ek 248 397 376 377 362 3,060 | 6,290 | 5,534 | 6,205 5,199 
Philippines’ ce) eee 84 123 116 102 a 202 972 420 | 7280 || ag 
SOYBEANS | | 
kai s ¢ 6 6 G@ oo 6 og 337 367 396 413 KE 241 255 270s 278 | 
JEPAn WTR pe Pa st ws 326 413 422 410 5 hae val 447 474 521 
GROUND NUTS (in shells) 
India 4 MOS eee 3,246b 4,494 4,774 4,800 3,907 3,196 3,481 3,094 2,940 
Indonesiag@a: Ws. wos «see: 267 255 290 262 Ne 293 286 302 256 
COPRA 
Cevlonmemsate rs she ke os ae A e a ae 215 193 249 | 267 
Indice a ae) cl. ne ee Se sie ee ive ae 41 220 | 220 234 
Indonesichpecw sss ee ie sa We A a ae Ae 715 448 507 | 410 
Malayayiry ey a, Soc rae. 8 Bc ie a a of 188i 152 163.5] “357 
Philippines may maser ee ree ae we ae we — 695 994 1,056 900 
COFFEE 
Indicted tae cr) c3° so 8 ues we he aes ee a 7 os 16.5 Ly aS 8 Bs ay 
Ind Onesie muon ac ee me aE ie x ye 123.7 36.1 | 45.0 Pa 
TEA 
Covlon'er ge fare fs be) ots, ae 226 Zan 230 231 we 103.9 143.4 | 148.0 | 143.7 
INGiCMMEE aie eer sh sg ok k= Zi 309» 314 316 318 Ae 178.0 275.5 | 283.3 282.0 | 
Indonesia (estate post-war) . . 198 67 68 65 a 74.8 35.4 | 46.5 37.0 | 
Ifogeyens: gg oe Abe ana eeree de memes 39 27 28 30 ae 49.3 41.7 | 44.0 57.0 | 
Pakistan Gage as ts) ys. ee 44b 30 30 “4 oe 25.65 24.2 | 24.2 24.5 | 
TOBACCO | 
Burm Cseameen aeey oR. a toe |G 40 48 55 55 a 45.2 47.8 | 485 | 45.7 
Indic wwe ae gS wor se cl”. 365b 357 309 323 ae 343.0b 261.1 229.0 | 223 
Indonesia: Java and Madura. . 176 110 110 120 a 97.5 55 45 45 
Sumatra: estate ee 13 4 4 4 re 13.8 3.4 2.8 = | 2.6 
native . . we ie 29 29 ae = ates 8.6 | 8.6 
PQS ON ee thea a) cu as oe te 35 52 54 55 e 63.5 92.0 96.0 | 96.0 109 
Bclkistanmenmect et atten crane. 142b 69 72 69 ms 151.4» 68.0 75.8 68.8 
COTTON 
India: BCOd Be hE, hc EN 8g 9,988) 5,891 6,561 6,345 - 2,2905 1,186 1,370 1,290 
int ieets aero, 9,988 5,608 6,561 6,345 4,738 1,1503 593 685 645 
Pakistan: seed . .... . ie 1,218 1,366 1,388 i 329 572 666 
ee Lintsaae: Ou, bee pee i 1,218 1,366 1,344 y ae 265 286 334 
ANGI we keterare nla gene ee 420k 588 790 742 514 1,850 $99 849 967 
Pakistan eer wn ee. a 510 720 442 er 808 | 1,149 1,238 
ABACA 
Indonesia (exports) ony . a Re 7. Re 3 7 6 6 
Philippines sens 292m 318 166 ro e 170 165 $1 126 
RUBBER os 
Ceylon Meg: oe ey ah be a * a 62 115 107 96 85 
Ibteleiedn 5 56 6 en y eo ite a4 Me: = 4 353 708 818 =| 73g 680 
Moalavat ccs ecm a eh) a me ee ti; os ae A’ of 423 705 615 | 595 560 
ihcrilem di ease ee ee es mn ie ue a a 32 114 lll 10 
WOOL 0 ~ 
Indigtcc at ed one Ae ae i “e ie j 14 
Pakistan ig ME eR Ome rs Pa if * i - 1 6 ie ‘5 "i > 
mal EL il | —_ ae 
GENERAL NOTES: Figures for crop areas relate generally to har- f. 1987-89. g. 1936-40. h. 1935-39. 
i. es i ritory now under Pakj 
a. 1931-37. b. 1936-38. c. 1930, 1984 and 1936. ‘i pane! mae ci ste 


d. Total average production of Cambodia, Laos and Viet-N i 
1934-88 amounted to 6,498,000 tons. ‘ “SF aha 


BRITISH BORNEO 
North Borneo . 


BURMA . . . 
PEXLON . 


CHINA 
(Taiwan only) . 


HONG KONG 
[NDIA® . 5 
{[NDONESIAb. . 
JAPAND 

KOREA (South) 
‘MALAYA . 
(PAKISTAN 
‘PHILIPPINES . 
THAILAND 


18e5}- 17 
369 | 274 
249 | 239 
205 | 253 

17 16 

8,4884 8,194 
E279 | Ssgt 
4,124 6,283 

+ 650 
179¢ | 201 
= "276 
178° | 92 
200 | 339 


B. RAILWAYS: ROLLING STOCK 


Number of locomotives 


GENERAL NOTES: The time of year to which figures relate is the 


end of the working year. 


Locomotives: 


or with motors only. 


vans. Freight 


ears: 


All vehicles with engines or motor and motive power 
Passenger cars: 


; ¢ All passenger carrying 
ears including railears, baggage cars and railway-owned postal 


vans and cars used exclusively for service traffic. 


All goods-carrying cars excluding baggage 


MOR Pao op 
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umber of freight cars 


1951 


173 
6,067 
2,604 


5,411 
262 
212,861 
20,190 
105,862 
5,192 
4,969 


2,191 


1952 


158 
5,975 
2,750 


5,470 
243 
215,798 
20,699 
109,500 
8,907 
5,029 


2,170 


1953 


5,3751 


106,626 


6,075 | 6,129 | 6,401i 


Including territory now under Pakistan. 


1939. 


Excluding locomotives under repair. 
As of August. 
As of June. 
As of July. 


C. MOTOR VEHICLES IN USE 


Number of passenger cars N 

1938 1948 1951 1952 1953 1938 1948 

16 ex 44c 22 32 33 at 156¢ 80 
312 1,167 479 527 705 9,690 6,912 
271 1,324 | 1,276 | 1,428] 1,478 2,286 2,764 
249 | 2572 498 456 613 $95 598i 4,654 5,703 
16 44 34 34 34 134 60 
8,572 |26,338d 20,979 |20,969 | 29,919 221,5094) 214,320 
946 | = 3,600 | 1,863 | 2,470] 2,804 at 27,236 | 15,000 
5,444 |5,468 |10,958 |14,070 114,051] 14,108; 14,835 | 69,940 |107,716 
561 553h 654 Ne Mo 
188 405¢ 289 239 293 5,776¢| 4,967 
= -- 4,088 oes FA — 37,615 
LESth Poe 397°| 258 384 388 Be 2,427°| 2,089 
456 454 322 453 | 600 593 571i 3,833 5,436 

Passenger cars and freight cars include service vehicles. 
Pre-war data for Japan relate to 1936. a Railways only. 


Thousands 


Number of commercial motor vehicles 


Number of passenger motor cars 


1998 | 1948 1951 1952 1953 | 1938 1948 1951 1952 1953 
: ae 
BRITISH BORNEO 

Brunei 0.18 0.56 0.72 0.05 OLS0m meOcc5 

North Borneo - 0.37 0.64 0.72 oy 0.16 0.92 1.19 

Sarawak P Ott 0.18 0.91 0.74 0.19 0.16 0.80 0.62 
BURMA 14.0 22.0 12.0 11.0 6.90 10.9 7h) 9.7 
CAMBODIA x 122 = a ig 0.94 a ee 
CEYLON ‘ 7.20 12.46 15.68 17.60 ¥e ys || eA) || COR | 7 EEC se 
CHINA (Taiwan only) 5.93° S37 5.05 5.65 6.01% | 3.01 1.64 2:25 2.58 3.082 
HONG KONG2 a 2.90 3.60 3.81 3.37h e 6.39 10.39 11.64 | 12.26h 
INDIA. . . 36.44 86.1 121.2 116.9 88.19 | 119.9 159.1 155.3 
INDONESIA? . 15.87 11.58 29.3 35.6 x 50.0 10.3 31.0 39.4 a 
JAPANC 80.1 108.2 139.7 153.5 168.1 46.2 21.3 29.5 36.4 47.4 
KOREA (South) 10.9 3.8 
LAOS -- ee EM 0.30 om ue Pe aa 0.20 e nh aC 
FEDERATION OF MALAYADP . 6.52 } 15.14 17.55 19.88 20.41h | 20.45° | 19.76 35.90 44.85 | 47.72h 
SINGAPORE . 3.02 7.03 8.34 9.56 9.93 | 10.18 VOT | 24.27 29.57 ol ose 
PAKISTAN MA 10.0 14.0 16.0 oF 16.0 20.0 4 
PHILIPPINES» 18.3f 49.5 50.8 52.05 30.4f 34.6 46.9 50.00 
THAILAND 513 B72 _ 5.1 6.3 11.50 

12.01 

VIET-NAM > 6.09 a 


GENERAL NOTES: Passenger motor cars relate to motor cars seat- 
ing less than eight persons, including taxis but excluding motor- 


cycles. 


Commercial motor vehicles relate to lorries, buses, tractor 


and semi-trailer combinaticns, excluding trailers, farm and road 


tractors. 


numbered 780. 


Commercial vehicles include government vehicles which in 1952 


ah tho 20 o 


Including government vehicles. 


Pre-war figures relate to 1936. 


1939: 
1940. 
1937. 
As of 
As of 


Small sized vehicles excluded. 


British India excluding Indian States and Burma. 


July. 
June. 
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D. INTERNATIONAL TRANSACTIONS 


~- — 


! 


1951 | poe lrirst half 
(1) BURMA (Mn K,) (2) CEYLON (Mn Rs.) 
—_ ac 
A. Goods and services . . . . . . - 115.9] 227.1) 281.1 206.1| 166.3 | — 342.0 | —151-4 
eggth wees 6 6 & oo 9 Oo H on C 724.6 962.5 | 1,153.4 1,414.7| 1,767.8 | 1,406.8 737.3 
pees 6 5 G o G@ © Oo Oo EF —S08.6 | —680.4 | —807.8 —1,173.1 + 1,514.0 }- 1,616.0 | —$28a 
ietloansy Geyer) 4 5 5 5 6 » o 6 216.0 282.1 345.6 241.6} 253.3 | —269.2 — 86.4 
Non-monetary gold movement (net). . . —20.7/ —12.1 —0.5 Shi ge —2.5 —1.0 
Transportation and insurance... . —13.2| —13.7 | —14.7 18.4 15.0 10.9 —4l4 
Other services (net) . . . . .. . — 66.2 — 29.2 —49.3 —51.8 | —100.4 — 81.2 — 22.9 
We}, Mba hiKattsy Clojateues} 5 6 5 50 6 6 oO © —101.1 —47.0 | —41.8 —68.8| —77.1 | —103.6 — 34.9 
C. Private capital movements .... . —11.9} —13.7 —39.5 —21.7| —41.0 25.4 — 6.2 
D. Net errors and omissions. .... . 2 7.3 —25.2 19.8 | SL:7 49.0 35.3 
EeLotal(Amthrough =D) semen -ii mains 15.0 173.7 204.6 135.4 109.9 | — 371.5 — 157.2 
185 (Ohnotereil Clery 5 5 6 G6 6 o 6 © -- 19.8 3553 == || — | — 3.3 
G. Official long-term capital. . . .. . — — 29.8 11.6 PEGs —= 6.7 | 189.9 
ley Chegithyess 4 -« 4 6 © 8 mo o > — — a = — — 
Loans: repayments ...... . a —13.1 0.3 1.3 | 1.9 0.8 
Portfoliol securities). Sea. «ee oc ae — 11.3] —77.7| —8.6 | 189.1 
Otherseete cues) Se ys So eee te —16.7 | es = — | = 
H. Official short-term capital and monetary gold —15.0 | —163.7 | —239.9 — 147.0 | —33.5 | 378.2 — 36.0 
Sierlingsbalancesie-ss.) ou) lms —161.8 
Dolicrae balances seme) is) a ee —18.1| —176.2 —38.6 —" —32.3 | 355.1 — 35.2 
Other assets De er ee ts ae : 
ictbiliticsmeurtmace ’) cr oi cal eae ens ae 3.1 12:5 7.4 1.2 23.4 4 —0.8 
Monetary gold . 


(3) CHINA (Taiwan only, Mn $) (4) INDIA@ (Mn Rs.) 

Awe Goods andiservices’ 2 |). 4. . . % —95.9 — 49.0 — 96.6 — 53.3 — 1.780 565 —723 —271 —1493 
Is goloyacy, SHeNsh gy) lh = Ge ol eon er ane 75.9 102.3 119.5 55.65 4,295 5,561 7,485 6,491 2,514 
TmportsyeCuts; eee Go le) er far a ots 119.3 146.7 205.4 |—99.7 —6,283 |—5,252 |—8,624 |—7,426 2,913 
sled leoa\eys) hi geil) 5. 4 G@ G 8 6 o « — 43.8 —44.4 — 85.9 — 44.1 — 1,988 308 |—1,129 —9$35 —399 
Non-monetary gold movement (net). . . — 50.8 0.6 1.9 at A e ae in Wy: 
Transportation and insurance . .. . a 1.2 —0.8 —4.3 178 192 316 179 70 
Other services (net) . . . . .. . — 13 = 6.4) 108 —49 —249 — 184 — 289 89 ) 
Winclassitiod = a.e ee lee ae a — — — —_ 279 248 379 396 171 

Is}, ispahfedts) (Cheyenteyly G 5 5 6 6 o oo 4.0 2.2 Ny 3 Tee 103 116 134 168 73 

C. Private capital movements . ... . i 0.3 0.6 0.8 — 210 — 88 —24 —l9 33 

D. Net errors and omissions. . ... . —26 0.7 2.8 0.5 137 —416 —504 —708 66 

Eemeeotcla (GuthrongieD)) me ane —94.5 |—45.8 |—91.5 |—50.9 |/—1,750 177 |—1,117_ | —e30 23 

Fa) Olficial donations . . 4 . . ys 30.5 $9.2 94.6 51.3 an 21 14 119 80 

G. Official long-term capital. . . .. . —4.1 —4.5 —1.2 4.5 
liefednt (obyeqcabevef§ 5 4 Ge _- — — 5.5 
Loans: repayments pete, Van ne heer 4.1 —45 —1.2 —1.0 
Portfolio securities (net) . . . . . -- -- -— — 

Other 

H. Official short-term capital and monetary gold 68.1 —8.9 —1.9 —4.9 
Sterling balances i Oa ee eee | 
IDysjileie JefodkeaNery) 4 5 4 4 4 4 . abst Shs) 0.5 —4.0 
@themassetsy= 9% a a oe | 
LiClO) Paiva) os igi dA ee 7.8 —2.2 —0.5 — 

Were ergy iil 48.2 —0.6 —1.9 —0.9 


D. INTERNATIONAL TRANSACTIONS (Cont'd) 


| 1949 
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1950. 1951 i 1953 | 
852) risthalt{} 1948 | 1950 | 1951 | 1952 | 1859 
A. Goods and services 552 a =a 
= 915 = 

Exports, f.o.b. 1,477 2,954 nese ee 2 ve eee pega eA 
Imports, cid. eer cae | or aes mors te $33.3 821.3 1,353.6 1,276.0 618.1 
Balance of trade ert cigea) abea Loan Sere etek ee eee eee eae 
Non-monetary gold movement (net) re ; ‘ “een SPS Bia BG1 | S854. = 159,8' | magus? 
Transportation and insurance —169 —120 24 — 266 as oF 4.4 5.6 2.2 
Other services (net) 332 ary) ee ape 17.0 42.3 136.4 184.3 82.6 

B. Private donations . : a ae 672.2 759.2 CS, 

C. Private capital movements 8] — 42 pa 2] ; ; 25.) 27.0 sis 

D. Net errors and omissions . — 195 — 262 Gat ot 1 a one 37.5 eee 

E. Total (A through D) —778| 611 | 409 | —3,556 ep te lara ee gerry arn: 

Oificiel danations 631 sen 4 ' Be — 320.1 95.6 216.9 PRM BN NS Bete ye 

aps 516.3 361.3 155.1 5.5 — 

: fficial long-term conte, 897 
Loans: drawings ea Oa eh 71 O ihe 228 
Loans: repayments ia 7, = 39.7 a 
Portfolio securities . 897 as —0.2 —2.5 = 9:2 eee a 
Other —17.5 — — a) a 

H. Official short-term popeied sind e aa Oo ae 220 en 

! a an gold : 2,576 —178.7 |—456.7 | —369.6 | —185.8 365.3 
terling balances 5 
Dollar b —55.8 | —14.0 | —156.8 —50.7 204.0 
ollar balances 2,019 it 
; —104.8 |—278.0 | —121.1 | —174.5 — 80.8 
Other assets 
ther « —34.4 |—129.4 —79.0 — 20.7 8.2 
Liabilities 52 STZ S15 
Monetary gold 505 S25 asd ee el te 
I . yo HF — 4, Ft beset 0 
(7) PAKISTAN (Mn Bs.) (8) PHILIPPINES (Mn P.) 

A. Goods and services —72.5 553.8] —778.5 87.0 
Exports, f.o.b. 1,226.4} 2,653.4} 1,671.7 703.6 ayy) 674 819 705 $68 
Imports, c.if.e . — 874.6 |—1,395.5}— 1,696.5; — 411.1 |] —1,314 —755 | —1,066 —960| 
Balance of trade 7 351.61) 9 1257.0 — 24.8 292.5 —792 —8l — 247 —255 ; 
Non-monetary gold movement (net) as ae a ne 20 23 phy) 33 17 
Transportation and insurance® —84.9| —137.4| —188.1 — 39.3 10 ll 4 —4 me 
Other services (net) —339.4) —566.7| —565.6| —166.2 188 71 77 155 83 

B. Private donations — 26.6 — 25.3 — 25.0 —15.3 31 Za 16 30 10 

C. Private capital movements —0.4 24.9 — 37.8 — 16.8 Pap) 28 10 44 28 

D. Net errors and omissions . —11.2 ee —13.7 —1.8 —189 —184 —9 —33 =O 

E. Total (A through D) —110.7 555.6} —855.0 53.1 —720 —110 —122 —30 87 

F. Official donations = —1.7 — —_ 406 309 25 50 28 

G. Official long-term cotied —139.2| —812.4 276.4 = 16 —13 
Loans: drawings = = 
Loans: repayments = = 
Portfolio securities . —61.4| —493.4 
Other —77.8| —319.2 

H. Official short- sees ae cut 

monetary gold 249.9 258.7 
Sterling balances 208.2 —58.4 
Dollar balances —8.9 2.8 
Other assets —5.4 7.6 
Liabilities E 306.7 
Monetary gold . — 

(9) THAILAND (Mn $) 

A. Goods and services 
Exports, f.o.b. 

Imports, cid. GENERAL NOTES: (1) .No sign indicates credit; 
Balance of trade 5 malins, sign. indicates debit. aes pecck 
« cony' 10ns: uUurma, . er at; 
hie monetary gold movement (net) Ceylon and India, 1949 not available, 1950-53, 
ransportation and insurance $0.210 per rupee; Indonesia, 1949 not avail- 
Other services (net) able, 1950-52, $0.2638 per rupiah; Pakistan. 

B SE Sram 1949-53, $0.30225 per rupee. 

C. Private capital movements a. India data include transactions with Nepal, 

D. Net errors and omissions . Tibet, Ce Ragen and Portugese India . the 

tent t e 
E. Total (A through D) cons Doumtten Pa hoakacns pie babies 
F. Official donations oe and pihaniie proverelates aotenD 
t i 1 . 

G. Official long-term capital . apd Pe iacionda Incinde repatriation of Ete 
Loans: drawings rency from Persian Gulf which in millions of 
Loans: repayments rupees amounted to as follows: 1949, -28; 
Portfolio securities ete eft 1951, -198; 1952, -288; 1953 (first 

“ alf) -1 
Other b. Includes non-monetary gold ($0.9 million). 

H. Official short-term capital lens c. Imports exclude U.N. special procurement 

monetary gold goods which are included in “other services.’ 

d. Indonesia: Private donations are included in 


Sterling balances 
Dollar balances 
Other assets 
Liabilities . . . 
Monetary gold . 


° 


“other services”, since data on them are not 
available separately. 

For Pakistan: Private imports are recorded 
on a mixed c.i.f. and f.o.b. basis; government 
imports are included in “‘other services”. For 
Philippines: estimated. 
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= ea Oe 


BRITISH BORNEO (Mn M$) 

Brunei 
1949 . 
1950 . 
195) 

North Borneo 
1949 . 
1950 . 
ISS. 
S52 
1953 

Sarawak 
1949 . 
1950 
1951 . 
O52 
1953 


BURMA (Mn K.) 
1948/49 
1949/50 
1950/51 
1951/52 . 
1952/53. 
1953/54 
CAMBODIA (Mn Pr) 


CEYLON (Mn ayy 
1948/49 
1949/50 . 
1950/51 . 
1951/52 . 
1952/53 . 
1953/54 


1950 . 
LSS 
1952 . 
1953 . 

HONG KONG (Mn HK$) 
1949/50 . ee 
1950/51 . 

1951/52 . 
1952/53 . 
1953/54 . 


INDIA (Mn Rs.) 
Central Government 
1948/49 . 
1949/50 . 
1950/51 . 
1951/52 . 
1952/53; 
1953/54 . 
States 

1950/51 . 
1951/52). 
1952/53: . 
1953/54 

JAPAN (1, 000 Mn 2 ¥) 
1948/49 . 
1949/50 . 
1950/51 . 
1951/52 . 
1952/53. 
1953/54 


KOREA (South 1 000 Mn Ww) 


1949/50 

1950/51 . 
1951/52 . 
1952/53 . 
1953/54 . 


ol 
CHINA (Coatral Garenment 


Type 
of 
account 


Defence 


Subsidies 


A 4.2 — 
A Tel — 
RE 75 _- 
A 18.6 -- 
A 18.1 -— 
A 24.5 — 
RE HPA _- 
DE 32.7 — 
A 18.0 — 
A 20.9 0.1 
A if 0.1 
RE 37.2 0.2 
E 56.8 0.2 
A 401 101 
A 420 118 
A 518 137 
DE 774 211 
RE S97 311 
DE 1,261 386 
DE 1,246 545 
DE 1,687 971 
A 638 3 
A 674 4 
A 838 7 
A 1,100 13 
E 1,047 19 
DE 905 20 
of the Republic of China, Mn NT$) 
A 1,576 1,177 
A 2,159 1,185 
A 2,761 1,555 
DE Spake} 1,848 
A 174 4 
A 241 2 
A 269 7A 
RE 321 34 
DE Sc2 28 
A 4,976 UA Acts) 
A 5,100 1,644 
A 5,546 1,782 
A 6,178 1,851 
RE 6,949 2,026 
DE 7,619 2,124 
A 4,224 — 
A 4,425 — 
RE 4,818 = 
DE 4,830 — 
A 495 106 
A 763 96 
A 781 Le 
A 921 114 
RE 1,129 180 
RE L279 123 
A 83 33 
A 294 160 
A 587 311 
A 1,904 1,340 
DE 7,241 5,556 


Economic 
service 


Soo° 
onp 


Nrooo 
OnNnNwowou 


Social 
service 


Contribu- 
tions to 
provincial 
and local 

gov'ts. 


E. MAJOR COMPONENTS OF GOVERNMENT EXPENDITURE 


Other 

current 
expendi- 
ture 


1 
1 
3 
74 —12 
46 10 
85 9 
112 | 147 
157 160 
203 251 
az [ae 
UCU ~— 
159 
185 
185 
249 
282 
280 
———— 
= | — 
é 
191 
180 
32 | — 
94. | ee 
42 — 
1.4 2 
87 | 2 
952 | 287 
945 566 
1,020 576 
1180 | 751 
1,334 1,099 
1,653 1,338 
1,289 |— 934 
1,344 —~ S89 
1.672) 4ege 
1,791  \—1,025 
——aa 
68 
173 
215 
262 
323 
373 
| ae 
a 
;: ; 
4 
20 
99 


E. MAJOR COMPONENTS OF GOVERNMENT EXPENDITURE (Cont'd) 
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Contribu- 
Type Total a : ; Hone i Other Loans 
° expendi- | Defence Subsidies | BCOnomic | Social provincial | Current | Invest- and 
account ture service service emit expendi- ment advances 
| me gov'ts. ture (net) 
LAOS (Mn Pr.) | ~ afi 
1951 RE 221 = = 
1952 . RE 274 = 26 e us oe S 4 
1953 een DE 472 = 38 16 107 a es re 
MALAYA (Federal Govt.) +. i 
(Mn M$) 
_ : . 273 8 = 13 18 79 124 31 = 
1952 . E ain ier 2 ie + ae nae po 
-- 30 150 178 1 ee 
1953 DE 757 196 = 26 35 168 192 ik = 
NEPAL (Mn Rs.) 
1950/51 E 24.7 10.1 =s 0.8 2 
; : 0 0.2 . = 
1951/52 E 52.5 12.8 2.0 2.0 3.0 0.4 nS : : : 1.5 
1952/53 E 51.0 12.7 0.8 2.3 3.3 0.8 26.7 ae ae 
PAKISTAN (Mn Rs.) 
Central Government 
1948/49 A 1,058 641 = 15 5 10 
e 17 
1949/50 A 1,155 627 = 17 11 20 ee ip ea 
1950/51 A 1,146 674 _ 22 11 10 232 84 113 
1951/52 A 1,645 858 = 26 35 15 294 315 102 
ae : = 1,855 937 50 38 Hl 24 324 329 76 
; L731 800 = 48 
2h 85 13 238 385 162 
1949/50 . . . ../|A 567 10 81 98 20 201 
= 230 == RE: 
1950/51 . Ee Mee 547 10 87 107 =10 275 180 = T02 
1951/52 . A 701 13 108 108 =*15 301 256 == We 
1952/53. . RE 599 = 117 121 =A 235 359 10 
1953/54. . . DE 540 = 142 138 13 286 475 A677 
PHILIPPINES (Mn P.) 
miemoe S.C dL COA 467 86 146 32 99 104 
eee | A 534 102 175 37 125 96 
eke se «| CA 523 125 174 29 102 92 
Pee et) A 623 182 176 37 103 125 
Ll ra i 714 170 207 49 85 203 
Sore. 6. | DE 662 165 206 AT 78 166 
SINGAPORE (Mn MS) 
col A 31 3 a = * 8 
1950 A 95 3 = a 17 a 58 14 
1951 . A 125 4 = 4 30 = 74 14 
1952 . RE 163 7 — 12 39 = 86 20 
1953 . ; DE 207 16 — 19 55 — 86 32 
THAILAND (Mn Baht) 
ROSS Soa tae otk A 1,890 272 
THe, A 2,270 258 
1951 A 3,232 $03 
1952 A 4,099 834 : 
1953 : E 5,248 1,214 
VIET-NAM (Mn Pr.) 
isle eee, ay. | DE 3,602 2,459 ne ~ Me Rig & ah 4, 


SOURCES: For tables E and F: 


Brunei: Annual Reports, 1949 to 1951. 


North Borneo: Estimatea of Revenue and Expenditure, 1951 to 1953. 
Sarawak: Annual Reports, 1949 and 1950; Estimates of Revenue and 


Expenditure, 1952 and 1953. 


Burma: Budget Estimates of the Government of the Union of Burma, 


1950/51 to 1953/54. 


Cambodia: Material supplied by the Government. 
Ceylon: Estimates of the Revenue and Expenditure of the Government 
of Ceylon, 1951/52 to 1953/54. Annual Report of the Central Bani 


of Ceylon for 1952. 


China: Foreign Operations Administration, 


No. 10. May 1953. 


Far 


East Data Book, 


Hong Kong: Estimates of Revenue and Expenditure for 1952/58 and 


1953/54. 


India: Central Government, Budgets for 1949/50 to 1953/54; Demands 
for Grants, 1950/51 to 1953/54. States: Reserve Bank of India: 
Reports on Currency and Finance, 1951/52 and 1952/53; Bulletin, 


May 1953. 


Japan: Information submitted by Government. 
Korea (South): Highlights of 1953/54 Budget of the Republic of Korea 


(revised) 


Laos: Budget National, 1952 and 1953. 

Malaya: Estimates of the Revenues and Expenditures for 1949 to 1953. 

Nepal: Budgets, 1950/51 to 1952/53. 

Pakistan: Central Government: Budgets of the Central Government of 
Pakistan, 1949/50 to 1953/54; Demands for Grants, 1950/51 to 
1953/54. Information supplied by the Government and States: 
Explanatory Memorandum on the Budget of the Central Government 
for 1952/53 and 1953/54. Northwest Frontier Province: Detailed 
Estimates for Demands for Grants, 1950/51 to 1953/54. Govern- 
ment of the Punjab: Budgets for 1951/52 to 1953/54. Government 
of Bahawalpur: Budgets for 1951/52 to 1953/54. Sind: Civil Bud- 
get Estimates for 1953/54. East Bengal: Explanatory Memoran- 
dum on the Budget for 1952/53 and 1953/54. 

Philippine: 1948/49: Report by the Economic Survey Mission to the 
Philippines, October 1950, 1949/50 and later; Budgets for 1952 to 
1954. 

Singapore: 1949 to 1952: Singapore Annual Reports, 1949 to 1952; 
1953. Estimates of the Revenue and Expenditure of the Colony of 
Singapore, 1953. ; 

Thailand: Ministry of Finance. 

Vict-Nam: Information supplied by the Foreign Operations Adminis- 
tration. 
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F. MAJOR COMPONENTS OF TAX REVENUE 


Licenses 


Tax on Customs duties Transac-| stamp Other 
he Total Tax income | tionand| duties tax 
revenue and consump-| Teg1lS- | revenue 
account wealth eats ari tion taxes ; Lae, 
BRITISH BORNEO (Mn M$) 
Brunei 
1949 A 
1950 A 
1951 RE 
North Borneo 
1949 . A ey 7A 5 
1950 . A 16.7 12.5 3 
1951. A 25.0 20.2 8 
USSZi RE 21.3 libs a 
1953 . DE 21.4 15.6 ce 
Sarawak 
1949 . A 14.7 10.7 0.1 
1950 A 30.1 24.5 0.1 
1951 A 44.2 38.7 0.1 
1952 RE 50.7 44.2 0.1 
195 3a is 34.5 29.4 0.1 
BURMA (Mn ce 
1948/49 : A 406 331 157 
1949/50 . A 492 402 175 
1950/51 A 55e 493 188 
IGIUARB,  s RE 629 553 219 
1952/5352 RE 794 718 358 
1953/54 DE 877 797 407 
CAMBODIA (Mn Pr) 
IEA B 5 A DE 1,042 957 87 
1953 . RE 1,290 1,094 87 
CEYLON (Mn id 
1948/49 . A 559 502 121 a 
1949/50 . A 603 538 © 133 2 
SS0/45 lees A 813 737 152 = 
TOSI /o2ae A 847 770 223 ane 
1952/53 . RE 806 728 242 a 
1953/54 DE 838 724 217 a 
CHINA (Central Goverimen! of the Republic of China, Mn NT$) 
1950 . A 1,050 882 226 131 
1951 A 1,707 1,322 352 755 215 
IBY A 1,962 1,670 384 1,140 146 
1953 . DE 2,289 1,889 229 1,487 173 
HONG KONG (Mn HKS) 
1949/50 . 5 A 255 161 58 — - = = €9 34 
1950/51 A 281 185 76 — — — — 72 37 
1951/52 . A 292 208 82 — _- — -- 78 48 
1952/53 . RE 341 259 — — — = 74 
1953/54 . DE 327 246 134 — — a a 68 44 
INDIA (Mn Rs.) 
Central Governments 
1948/49 . A 4,315 3,203 1,400 & 1,262 982 265 $21 19 ee 
1949/50 . A 4,127 3,115 1,154 5 1,249 1,003 257 §89 20 — 
1950/51 . A 5,041 3,590 1,257 20 1,572 1,077 474 716 26 a 
1951/52 . A 6,208 4,607 1,347 29 2,317 1,416 907 884 30 — 
1952/53 . RE 5,043 3,725 1,182 a 1,790 1,200 $55 804 14 ia 
1953/54 . DE 5,091 3,699 1,047 5 1,700 1,180 510 932 15 a 
States 
1950/51 . A 3,708 2,696 $18 496 -— _- — 1,124 558 on 
1951/52). A 3,982 2,799 $70 480 — — — 1,142 607 = 
1952/53 . RE 4,258 3,073 604 624 — ~ — 1,215 630 aS 
1953/54 DE 4,293 3,189 579 690 — -~ = 1,246 673 — 
JAPAN (1,000 “Mn Y) 
1948/49 ; A 499 424 222 = Ze Ao — 95 5 102 
1949/50 . A 713 600 344 = 1 1 — 128 9 118 
1950/51 . A 658 569 owe — a | 2 — 131 9 114 
1951/52 . A 811 721 424 om 13 13 — 154 ll 119 
1952/53 . RE 906 817 461 14 132 
1953/54 RE 982 907 470 
KOREA (South a, 000 Mn w) 
1949/50 ‘ A 32 23 
1950/51. . . Pa 91 59 2 
M5150 6 se ek 627 498 16 
tera RT re ee A 1,818 1,321 
3/54 5 4 eee oe DE 2,842 2,481 
ie ace | 


I. MAJOR COMPONENTS 


OF TAX REVENUE (Cont'd) 
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Other 
tax 
revenue 


r T ; Licenses, 
es Total Tax ae Land sect da Peeks POD, 
account fevenue jrevenue and tax pon esa peunes 
wealth Total Import | Export [Consump- | regis- 
- | | duties duties tion taxes | tration 
ay 
LAOS (Mn Pr.) a a 
ie Ls 136 131 
E Ber lt faae a ne are tp < 1 
1953 ipeerneen i sagt 256 | (247 u is mt 9 73 2 
MALAYA (Federal Government) , : ; 
(Mn M$) 
1950 A 4] 
1950 % 5 | 376 49 —_ 303 148 155 6 18 
732 | 682 130 = 
“= ee ioe te aso 517 218 229 10 26 
Saud ‘ae eel Maret: the = 404 213 190 8 27 
Fe a <5 339 206 134 8 27 
1950/51 lea > 28.1 2 a | 
1951/52 E 29.5 aad | a 13 ne a 
1952/53 E WO Bi cs : na ot 
39.1 24.6 | | 12.3 10.0 2.1 
PAKISTAN (Mn Rs.) ss 
Central Government | 
1948/49 A SS. Weck 
ita fj) oe | 2] lat 
1950/51 A 1,289 | 1,102 134 2 787 fas : 
1951/52 A 1,485 | 1,267 172 | 2 822 | Wi - 
ae RE 1,272 9 11,022 170 2 619 aa - 
DE 2 | 
shes | 010728 136 | 2 341 159 19 
1949/50 A | 472 264 7 
1950/51 A 544 312 8 | a rs ee at: 
1951/52 A 615 | 380 14 115 59 me iB 
1952/53 RE 6le6 | 418 | 36 125 55 oy a 
1953/54... DE 589 391 34 135 50 107 66 
PHILIPPINES (Mn P.) 
1948/49. . . A | 426 362 54 _ 2 
1949/50 . A 381 329 61 = z = a te 
1950/51 A 510 443 98 = KS 1S = 169 150 
1951/52 A 740 655 1230 32 32 —_ 313 187 
1952/53 . E 708 621 ss | k= 27 27 we 256 182 
1953/54". °°. CC; DE 694 616 167 = 23 23 es 225 201 
SINGAPORE (Mn MS) 
1949 Par. A | 109 | 86 33 a = == = 47 6 
1950 A | 114 | 89 29 <i = = ae 52 7 
1951 A lee Np EE 55 = = — — 69 12 
1952 RE 200 164 77 ae == — — 75 12 
1953 . DE | 198 15Om ant 67 = =: == = 80 ll 
THAILAND (Mn Baht) | | 
invine = ponds 11,920 | 112 = 594 454 140 94 
1950 .| A 12,144 | 147 i 747 577 170 118 
1951 Hi K 2,519 | 170 = 977 726 251 148 
1952 2 ge eae ee. | 3,338 308 _ 1,188 976 212 242 
1953 (Jan-Jun atannualrate) A 3,752 341 — 1,288 1,064 224 228 
VIET-NAM (Mn Pr.) | 
= — : | DE |3,029 | 2,845 125 250 2,300 of m 170 a ne 
53 .| DE |4,241 | 4,030 362 300 2,627 Re - 741 - ae 
| | | sk Oo 
GENERAL NOTES: For tables F and G: Transactions and consumption taxes: excise duties, turnover taxes, 
A=Accounts, E=Estimates, DE=Draft estimates, RE—Revised ne Es aa acpee a d 


estimates, PA=Provisional accounts. 


Figures generally relate to central government transactions only. 
For India and Pakistan, the transactions of the state governments are 
also given. To avoid duplication, transfers (interest payments, con- 
tributions and loans) from and to the central government are excluded 
from the state transactions. 


In general, only the net results of public enterprises and fiscal 
monopolies are included; positive balances are shown under revenue 
and negative balances under expenditure. Currency and mint transac- 
tions are excluded. Expenditure includes interest payments before 
deduction of interest charges to public enterprises and entities; revenue 
correspondingly includes receipts from these charges. 


Revenue 

Total revenue excludes proceeds from loans, other forms of borrow- 
ing and transfers from reserve funds. 

Customs duties: divergence between the total under this heading 
and the sum of the sub-items, import duties and export duties, is due 
mainly to the inclusion or exclusion arising from land customs, customs 
on postal parcels, special taxes and refunds, 


Tota] expenditure includes current 


loans and advances (net) granted by t 


as well as capital outlays and 


he government but it excludes 


debt redemption, contributions to sinking funds and transfers to reserve 


funds. 


Defence: Expenditure of the mili 
lay for defence purposes. 


in “other current expenditure’. 
Economic services: only the current expenditure on agriculture, 


ivdustrial development, scientific and technical research, 


tary departments plus capital out- 
Expenditure on military pensions is included 


irrigation, 


forests, ports, lighthouses, commerce, planning, etc. 
Social services: education, health, social welfare, relief, etc. 
Contribution to provincial and local governments; only the con- 
tributions towards meeting current expenditures. 


Investment: in general, public works expenditures on gross basis 
capital outlays of government enterprises 
to provinces and local authorities for the 


(i.e., including maintenance), 
and departments and grants 


same purpose. 


Loans and advances 


(net) : 


mainly granted to provinces, local 


authorities and public and private undertakings for capital outlay. 
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COUNTRY NOTES: for tables E and F. 


British Borneo: 
Brunei: Investment expenditure: public works expenditure. 


Revenue: Other tax revenue: mining rent and oil royalties. 


North Borneo: Expenditure: includes reconstruction and 
development expenditure; investment expenditure: public works 
and expenditure on reconstruction and development. 


Revenue: Taxes on income and wealth: include estate duties, 
income tax, poll tax and residence tax; revenue: excludes 
grants-in-aid and colonial development and welfare grants from 
the United Kingdom Government. 


Sarawak: Expenditure: includes net expenditure from recon- 
struction and development fund; investment: public works, war 
damage compensation and reconstruction and development. 


Other tax revenue: includes lotteries tax, head tax, etc. 


Burma: 

Expenditure: 1848/49: includes Rs. 13.9 million contribution 
towards financing the deficit of the Shan State. 1949/50 and 
1950/51: includes the net results of railways, civil supplies and 
electricity. From 1951/52 onwards the are omitted following the 
creation of separate boards. 1951/52 and 1952/53: exclude Rs. 80 
million and Rs. 68.3 million respectively for subscription to the 
International Bank and Fund. 1952/53 and 1953/54: exclude 
Rs. 20 million and Rs. 10 million respectively for payments under 
ECA Agreement. 


Loans and advances: 1951/52 and later: include loans and 
advances to the Railway and Electricity Boards for meeting 
deficits and capital outlays. Losses on the operation cf these 
enterprises were in previous years included in current expenditure 
and their capital outlays in investment. 


Revenue: 1948/49 to 1950/51: include the rehabilitation 
contribution of the Marketing Boards to the National Development 
Fund. 1951/52: includes proceeds from the sale of civil supplies 
stocks. 1952/53 and 1953/54: include contributions from the 
Marketing Boards for capital outlay. 


Transaction and consumption taxes: excise duties plus “com- 
mercial taxes’; the latter include entertainment tax, hotel and 
restaurant tax, business premises tax and sales tax, Licenses, 
stamp duties, etc.: include betting and motor vehicle taxes. Other 
tax receipts: net receipts from lottery, the rehabilitation contribu- 
tion, and the contribution to the National Development Fund 
(1948/49 to 1950/51) and for capital outlay (1952/53 and later) 
from the State Agricultural Marketing and State Timber Boards. 


Cambodia: 
Defence expenditure includes contributions by France. 


Revenue excludes contributions and reimbursements. Customs 
duties include state monopolies. 


Ceylon: 


Transactions include net results of railway and electricity 
departments. 


Expenditure: includes loan fund expenditure. Defence: ex- 
cludes capital outlay met from loan fund expenditure. Subsidies: 
food subsidies. Investment: public works outlay and loan fund 
expenditure; the latter includes capital outlay on defence. 


Revenue: includes interest received on war loan to the United 
Kingdom. 


China: (Central Government of the Republic of China) 


Expenditure: includes debt retirement which cannot be 
separated from interest payments. Subsidies: support to sugar 
farmers. Other current expenditure: includes direct capital outlay; 
includes also debt repayment. Loans and advances: include 
grants for capital outlay. 


Revenue: includes forced loans procured from government 
enterprises, private corporations and individuals. 


Taxes on income and wealth: include death and gift taxes, 
capital levies including forced loans from government enterprises, 
private corporations and individuals, but excludes property taxes. 
Transaction and consumption taxes: also include customs duties. 
Other taxes: also include property taxes. 


Hong Kong: d 1950/51 
Expenditure: includes debt redemptions ed 7951/ 92 and 

expenditure from rehabilitation loan not eda n and develop- 

later: include expenditure from rehabilitation 104 

ment fund. 


j : ‘ lopment and welfare 
Investment: public works, colonial deve nee and develan 


schemes and expenditure from rehabilitation 1 a 

5 ent 
ment fund. Loans and advances: housing loans from develop 
fund. 


Revenue: Customs: there is no general customs picid 
Hong Kong, import duties being confined to liquor, aa 
hydrocarbon oils, toilet articles, proprietary medicines an ae 
waters. Taxes on income and wealth: taxes on assessed ratea 
values and earnings and profits tax. Other tax revenue: eo 
revenue consisting of taxes on betting, business registration, oe 
halls, entertainments, estate, restaurant meals and liquors an 
stamp duties. 


India: 


Central Government: Transactions of state tr 
are excluded. 


ading schemes 


Expenditure: includes that from railway, postal and special 
development funds; excludes state trading schemes. 1948/49: 
excludes lump sum payment to the United Kingdom Government 
for the purchase of sterling annuities to meet the sterling liabilities 
in respect of pensions (Rs. 2,240 million) and for the purchase of 
surplus war material (Rs. 1,333.3 million); excludes also the 
purchase of the shares of the Reserve Bank of India (Rs. 59.3 
million). 1948/49 and later: exclude credits corresponding to 
the pension liabilities paid in lump sum in 1948/49, and receipts 
from the sale of war surplus stores purchased from the United 
Kingdom Government in the same year. 1949/50: excludes 
additional subscription to the Bank and Fund on the devaluation 
of the Indian rupes (Rs. 791.2 million). 1950/51: excludes transfer 
to the contingency fund (Rs. 150 million) and payment to Pakistan 
for its share of the payments to the Bank and Fund (Rs. 26.2 
million). 


Central Government: defence: 1948/49: excludes lump sum 
payment (Rs. 1,333.3 million) for the purchase of surplus war 
material, 1948 and later: exclude receipts from the sale of these 
stores, Subsidies: losses on imported and locally procured food- 
grains. 1951/52: approximate figure. 


States: Contribution io provincial and local governments: 
data from Central Government budgets. Investment: gross invest- 
ment less grants from the Central Government for development. 
Loans and advances: to municipalities and local boards less 
loans from the Central Government. The latter figures from the 
financial accounts of States do not reconcile with figures from 
central budgets. 


Revenue: includes the provision for depreciation, etc. of public 
enterprises. 1953/54: excludes Rs. 180 million as part of the 
pre-Partition debt to be repaid by Pakistan to India. 


Central Government: taxes on income and wealth: exclude 
share of income taxes payable to the states. Customs: exclude 
customs revenue assigned to the states. Transactions and con- 
sumption taxes: include net revenue from opium monopoly. 


States: Taxes on income and wealth: include agricultural 
income taxes. Transactions and consumption taxes include excise 
taxes transferred from the central excise revenue. 


Japan: 


Data relate to the General Fund but include net deficits or 
net surpluses of the Special Accounts and government enterprises 
transferred from or to the General Fund. Profits derived from 
commercial operations or from lending to private concerns, which 
were not transferred to the General Fund, were excluded from 
revenue; to the extent of this exclusion, therefore, Tevenue is 
understimated. Total expenditure: expenditure from General A 
count, U.S. Aid Counterpart Fund, Trust Fund Bureqy Indust res 
Investment Special Account, and subscription to loca] govern: pe 
loans from the Postal Insurance Fund. Expenditure for he ae 
chase of foreign exchange amounting to Y35.0 billion for issaree 
and Y80.0 billion for 1951/52 is excluded. /83 


1951/52: General Account (750,000 million yen) 4 
Bureau (129,000 million yen) + Civiapeee Pane 
(122,000 million yen)— Foreign Exchange Syedehy und 
count (80,000 million yen) = 921,000 million vom gee 


1952/53: General Account (932,000 million yen) + Trust Fund 
Bureau (173,000 million yen) + Counterpart Fund (59,000 
million yen) — Foreign Exchange Special Account 
(35,000 million yen) = 1,129,000 million yen. 


1953/54: General Account (1,027,000 million yen) + Postal In- 
surance (19,000 million yen) + Trust Fund Bureau 
(172,000 million yen) + Counterpart Fund and Industrial 
Investment Special Account (61,000 million yen) = 
1,279,000 million yen. 


Defence expenditure: 1948/49 to 1950/51: reparation and 
occupation costs. 


1951/52: Occupation cost (93,000 million yen) + National Reserve 
Police (21,000 million yen); total 114,000 million yen. 


1952/53: Defence expenditure (65,000 million yen) + Security 
expenditure (56,000 million yen) + National Safety 
Agency (59,000 million yen); total 180,000 million yen. 


1953/54: Defence expenditure (62,000 million yen) + National 
Safety Agency (61,000 million yen) = Total (123,000 
million yen). 


Subsidies: price stabilization subsidies (for 1951/52 including 
subsidies for iron and steel and fertilizers). 


Social Services: Facilities for education, expenditure for 
housing, social relief expenditure, social insurance, tuberculosis 
expenditure, unemployment expenditure, relief for war widows, 
pension for soldiers, expenditure for government schools, etc. 

Loans, advances and investment: 1951/52 to 1953/54 include 
government outlays and grants and loans to government-owned 
enterprises, private industries and agriculture for expansion of 
production financed by taxes as well as by borrowing from trust 
insurance funds and loans, but exclude subscription to local 
bonds. Figures for investment are generally on a net basis but 
in some cases they include expenditure on repair and maintenance 
of government property. 


Revenue: Excludes carry-over from the preceding year 
Taxes on income and wealth; taxes on income, corporation, 
extraordinary profits, inheritance, capital and revaluaiion of assets. 
Customs: customs and tonnage duties. 


Transaction and consumption taxes: taxes on liquor, sugar, 
gasoline, commodities, securities and transportation. Other tax 
revenue: monopoly profits. 


Korea (South): 


Subsidies: expenditures described as “subsidy to special 
account.” Investment: public works only. 


Other tax revenue: monopoly profits. 
Laos 


Expenditure excludes military expenditure. Investment: public 
works only. 


Revenue excludes contributions and reimbursements. Cus- 
toms exclude excise taxes on imported products. Licenses, stamp 
duties, etc.: only registration fees. 


Malaya (Federal Government only) 


Expenditure includes the allocations made from federal 
revenues to the States and settlements to meet estimated deficits 
and other unforeseen expenditure. 


Defence expenditure: excludes expenditure financed directly 
by the United Kingdom but includes emergency and resettlement 
expenditure. 


Nepal: 


Revenue: excludes Rs. 1 million annual grant from the 
Government of India. 


Transaction and consumption taxes: excise and entertainment 
taxes. Licenses, stamp duties, etc.: registration fees only. 


Pakistan: 


Central Government: 1953/54 figures based on revised data 
supplied by Government of Pakistan and reclassified by ECAFE 
Secretariat. Transaction of state trading schemes excluded. State 
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trading operations resulted in a surplus of 67.1 million rupees in 
1951/52; in a deficit of 176.5 million rupees in 1952/53 and again 
in a surplus of 240.4 million rupees in 1953/54. Expenditure: 
includes that from railway, postal, development and other funds, 
excludes lump sum payment (Rs. 109.1 million) in 1948/49, and 
corresponding credits in that year and later for the purchase of 
sterling annuities to pay pensions; excludes currency capital 
outlays. 1948/49 and 1949/50: capital outlays and loans and 
advances are revised estimates. 1953/54: excludes Rs. 50 million 


ee for the payment of part of the pre-Partition debt to 
ndia. 


1948/49 and 1949/50: revenue account expenditure, actuals; 
capital outlays on defence investment and net loans and advances, 
revised estimates. 


States: Defence: expenditure of Bahawalpur only. From 
1952/53 Bahawalpur contingents were integrated in the Pakistan 
army. Loans and advances: to municipalities and other bodies 
less loans from the Central Government. The latter figures taken 


from provincial budgets do not reconcile with those in the central 
budgets. 


Revenue: Central Government: Receipts from the sales of 
foreign did supplies are excluded. Includes the provision for 
depreciation etc. of public enterprises. 1952/53 and 1953/54; 
includes excise duties transferred to provinces and states. 


Other taxes: taxes and duties levied under the Supplementary 
Finance Act of 1950. 1953/54: includes the net result of tax 
proposals in the Budget. 


States: Land taxes: includes also the tax levied for irrigation 
services in the Punjab. Customs: 1949/50 and 1950/51: include 
the share of East Bengal in export duty on jute levied by the 
Central Government. Transaction and consumption: mostly excise 
and sales taxes. Licenses, stamp duties, etc.: include also the 
entertainment and motor vehicle taxes. 


Philippines: 


Transactions include apportionment to local governments. 
1948/49: consolidation of genezal, special and bond funds. 
1949/50 and later general and special funds. Public enterprises 
are excluded 


Expenditure on economic services: included in investment 
expenditure. Investment: includes current expenditures on econo- 
mic services, excludes capital outlay of public enterprises. 


Total tax revenue: includes revenue apportionment to local 
governments. Taxes on income and wealth: franchise, income, 
residence, immigrants, estates and inheritance and war profits 
taxes. Transaction and consumption taxes: gasoline taxes credited 
to National Highways Fund and excise taxes. Licenses, stamp 
duties, etc.: Motor vehicles taxes credited to the Motor Vehicles 
Fund, licence fees for business and occupations, documents stamp 
tax, tonnage dues and forest products taxes. 


Singapore 


Expenditure: 1949 to 1952: includes expenditure from the 3 
per cent 1946 Rehabilitation Loan. Investment expenditure on 
public loans, colonial development and welfare schemes and from 
3 per cent 1946 Rehabilitation Loan. 


Taxes on income and wealth: income and estate taxes. 
Transaction and consumption taxes; entertainment, liquor, petro- 
leum and tobacco taxes. Licences, stamp duties, etc.; stamp 
duties, betting, totalisator and miscellaneous taxes. 


Thailand: 


Figures are original data as supplied by Ministry of Finance 
without attempt at reclassification. 


Revenue: Taxes on income and wealth: include also motor 
vehicle taxes. 


Viet-Nam: 
Defence expenditure includes contributions by France. 


Revenue excludes contributions and reimbursements. Customs 
duties include excise revenue and revenue from fiscal monopolies. 
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PRODUCTION 1. INDEX NUMBERS OF PRODUCTION 
1948 = 100 
19 5 3 
1949 
i} I II Ill Jul Aug Sep 
a | _| ee 
CHINA (Taiwan only) (1951=100)* 
Industrial production . : 108 110 100 124 133 144 148 144 149 oa 
Public utilities ar 100 105 108 109 110 109 112 og 
Electricity . Ae 66 81 100 110 118 118 119 116 122 119 
Mining and Quarrying one nes 100 128 126 108 97 95 101 95 
Gof g 4 Boag Se 174 108 100 138 145 152 130 134 122 135 
Manufacturing we oe 100 126 137 151 156 151 157 162 
Food 144 147 100 120 70 129 137. | 96 168 147 
Textiles 48 64 100 167 208 224 | 224 FH 214 237 
Chemicals 60 70 100 109 97 107 134 141 123 137 
| | 
INDIA> | | 
Manufacturing and mining . 98 97 108 119 118 pe | Ae? 124 124 125 121 127 
nalievenrss (ered) 4 0 6 8 c 106 107 115 122 114 121 126 ; 126 113 109 108 121 
Chemicals and allied trades . cam 114 129 145 204 210 257 258 233 | 259 253. 259 265 
Metal manufactures (other than ma- 
chinery) mucee ae ee 108 114 119 121 116 164 120 | 101 | 100 | 101 95 104 
Engineering and electrical goods 121 146 188 170 | 166 164 165 | 188 204 | 202 198 211 
Textiles . . . F 90 82 90 100 103 102 101 | 104 104 | 107 102 104 
Cotton textiles 91 84 93 104 | 110 110 109 112 113 115 112 113 
Jute alee 85 77 80 87 | 83 83 80 81 80 | 85 73 82 
Papereewis sis ce es ow we a 105 111 135 140 144 143 139 136 154 | 159 149 153 
Manufacture of non-metallic mining pro- | | 
ducts (other than coal and petroleum) 107 149 171 173 143 203 247 | 205 193 | 158 180 243 
Manufactures of wood (plywood) 89 93 132 168 151 149 139 | 111 96 102 100 84 
Imexofel (Eyeefesd) og = 86 GG UG 93 sh 104 139° | 370 111 Pie css | 10 —- | — 10 
JAPAN | | 
Industrial production . 124 142 193 | 213 218 221 225 250 253 250 251 259 
Public utilities aah 113 122 134 | 146 119 149 151 156 159 163 157 157 
Manufacturing and mining 130 153 210 232 | 237 240 244 vy A 276 271 273 282 
Mining 115 121 138 142 | 143 | 108 167 156 138 146 | 132 137 
Manufactures 131 156 219 244 | 249 261 254 289 297 291 295 305 
Non-durable 134 190 254 298 | 31a) 325 320 363 373 | 370 371 377 
Textiles 128 186 261 | 298 318 310 292 330 368 366 356 382 
Chemicals 140 203. | 277 | 332 | 341 371 374 435 411 404 414 414 
Durable 134 147. | 220 230 224 239 229 260 268 257 266 282 
Metals Se eee | 176 242 360 386 372 400 395 458 472 456 480 479 
Machinery & transport equipment 124 117 184 | 191 187 197 184 208 221 206 | 214 243 
PHILIPPINES (First quarter 1952—=100) | 
Manufactures ea es | 110 | 104 | £22 112 
Non-durable manufactures | 106 | 102 | 144 115 
Tobacco products 91 94 97 110 
Textiles AI. FAP get, 155 140-194 128 | 
Footwear and wearing apparel . | 2a 107 138 T36 
Chemicalg§ S52.) os lig | 102 | 80 | 93 
Durable manufactures : | 115 105 | 110 110 
Stone, clay and glass products | 
(including cement) 92 SE AE st ee on 
Metal products ie at 40 +» | 127 115 UPA OR | 
Electrical appliances | be aes a ae at es 124 | 100 104 a eee 
| | 
po at + | ln eee) | | ae 
a. From 1951 onward figures late t cently const d inde m i 
peed a el o 112 ‘commodities. The index te acmpiied using es pss ata hg machinery) = (1) tgem 
aspeyres’ formula, ba 1951 prices. Figures for 1949 anc : : ; i : 
1950 relate to the old official Indes teviginal base 1948-100) eee IV. Se ear a hee (1) Bicycles, (2) 
ing output of 58 commodities by public enterprises only. Sugar (5) General engineering antl 2 eer (4) Electric fans, 
peceoction. is excluded from the monthly index but included in the (6) Electric motors. ctrical engineering, and 
annual index, z . i 
ie ie ee tone by the ECAFE Secretariat on basis of ia and (8) je es (2) Woolen manufactures, 
the Interim 1946--100) of P i is ’ ; 
Ministry of Ooi eree Ghd Tae, Ge upon VI. Paper:Paper and paper ‘ta 
The followi ies h : Naty Vil. Manufacture of non-metallic mini 
ee: ae Ceri dear cera aes used for the compilation of the Gare. aa petroleum): (1) Cament. (2) eiaetee than 
I. Mining: coal. Refractories. nd (3) 
II. Chemicals and allied trades: (1) Paints and varnishes, VIII. Manufacture of wood: plywood. 
(2) Matches, and (3) Chemicals. IX. Food: sugar. 


2. PRODUCTION OF SELECTED COMMODITIES 


Monthly averages or calendar months 
SS ee eee 


PRODUCTION 


Thousand tons 


3 1952 ib Gl. 
1938 1948 1950 1951 1952 
; : Ill IV I II Ill Jul | Aug | Sep 
COAL rr as | Te aan ie oe a 
China (Taiwan only) 
adic’. ¥ : eH : a : ar 133 190 | 204 | 210 | 200 | 210 | 180 185 | 168| 186 
Indonesia 121 ' ae , = eee aed aH ae ee oe 2,869 2,797 | 2,791 3,020 
Japan “ ae IS ae as 
moe (South) shes ee ee ei = sgt ati ae 4,026 | 3,365 | 3,625 | 3,189 | 3,281 
70 76 64 81 
Malaya? 40 32 35 32 27 31 24 26 27 24 i 
a 27 23 21 
Pakistan: 20 
Raton | é ff 37 43 50 40 55 63 48 33 32 31 37 
. 195 30 42 53 71 57 86 61 65 59 58 
ELECTRICITY (Mn kwh) 85 63 
Cambodia 7 1 1 | 
Ceylon : : ~ ine 2 2 e re e a 
China (Taiwan onl 7) : 0 9 1 1] 12 a Js i te 
u x Y as 70 87 107 115 119 125 126 126 128 125 130 128 
s ong oi 6 13 24 | 29 33 34 33 33 36 38 39 39 38 
os Pe 211 381 425 489 516 532 543 524 547 O75 580 578 566 
nae is 2 th) 2,004 2,644 | 3,236 3,426 3,668 3,724 O17 3,554 3,653 | 4,075 4,198 | 4,029 | 3,998 
Sees oie veh 41 | . - : 62 56 62 66 65 67 65 
| =| 0 82 78 87 88 89 88 88 
Pakistan. es, 11 15 19 25 25 31 29 34 
Philippines (Manila) mo) 07) eh as ae |) so age” 5) sa) Osa eager 
Thailand» (Bangkok) sf | 4 4 hy 5 & 5 6 7 g 7 8 3 
Ota GRUDE 8 8 14 16 | 19 19 20 23 24 26 26 26 26 
Brunei $3 224 343 415 423 427 416 402 ee Ae 6 as “ie 
Indonesia 616 361 534 620 710 724 790 790 854 a 862 ah ine 
Japan " 30 14 25 28 26 26 26 25 24 Ie} 27 27 27 
aplaer - : - re 15 15 16 16 16 TS 18 13 13 
4 A 4 4 ae is Ae Ae OG 
IRON ORE 
Hong Kong . —_ a 14 14 11 7 12 14 10 12 11 13 v2; 
India . 232 193 250 310 Se a ns 333 309 274 286 226 311 
Japan | 52 47 69 76 86 103 90 81 78 108 109 106 109 
Malaya | 137 —- 42 72 57 119 124 152 114 105 
Philippines : : } 77 1 50 79 97 96 87 95 108 114 112 114 117 
TIN IN CONCENTRATES (tons) : 
Burma é 419 97 | 129 138 80 80 80 80 80 80 80 80 80 
China 906 406 $00 400 450 | 450 450 525 522 525 525 525 525 
Indonesia 2,517 | 2,588 | 2,718 | 2,623 | 2,964 3,010) 7 3,163) 4) 27380) 12/903 S091) 3,292) 2.9926 ee oO 
Japan ae 10 28 37 =| 54 57 63 59 63 66 fil 68 60 
Laos & Viet: Nam 135 3 5 8 18 13 13 10 10 10 | 10 10 10 
Malaya . 3,673 | 3,795 | 4,872 | 4,840 | 4,812 | 4,773 | 4,926 | 4,758 | 4,567 | 4,701 4,782 | 4,578 | 4,744 
Thailand. . 1,255 359 878 805 802 Zia RHI 900 | 853 7793 780 685 871 
TIN METAL (tons) | 
Malaya .. + 5,456 } 4,209 | 5,82) | 5,581 | 5,320) | 5,824 | 5,240 | 5,836 || 4,706 | 5,481 6,001 | 5,858 | 4,584 
NATURAL RUBBER‘ 
British Borneo? . 2.4 5.2 7.0 5.6 45 3.9 AS 4.4 3.8 Clay) 3.9 | 3.8 3.3 
inna 2 F 0.8 1.0 0.8 O2505|| Korg 0.2 07 | 26 ni Cal 0.1 a a 
Cambodia 1.4 1.4 2. ieee 1.5 a7, 22 eee 1.7 2.0 2.0 2.0 2.0 
Ceylon . 4.3 8.0 9.6 8.9 8.2 8.5 10.3 Theil Hes 8.3 6.6 Ce | 8.6 
India 13) |) Ls 1.3 tle ey 1.8 Ze Led 1.8 ihea 0.9 hese 2.4 
Indonesia 27.0 | 36.6 | 59.0 68.2 63.1 60.2 69.3 96.5 58.7 61.9 66.3 59.6 | 59.9 
Malaya . 30.4 | 59.1 58.8 SiS 49.4 $0.5 52.8 48.0 45.1 50.6 51.6 52.0 48.2 
Thailande 77 Me Bek cus | 9.2 8.3 8.6 8.2 10.0 6.4 8.1 10.1 Dd 8.2 
Viet-Nam B 3.6 2.3 2.7 pil 3.4 4.1 4.8 2.8 3.4 AS 4.6 4.7 | 4.1 
COTTON YARN | 
China (Taiwan only) — 0.3 0.6 it 1.3 1.4 1.4 U7) 1.6 1.5 16 1.6 
Hong Kong . , 4: 2.0 2.4 2.5 25 2.4 mG 26 | 28 2.8 2 Sil 2.8 
Fain): 49.3 | 55.0 | 43.7 | 49.0 | 54.7 | 57.8 | 580 | 55.2 | 561 | 593] 60.3 | 59.0 | 58.5 
Japan Z 94.5 10.4 19.9 28.1 j\--29.4 29,3 30.6 28.3 $2.1 | 37.4 37.2 36.0 | 39.1 
> aa tticatl? . ; Tee 0.5 0.8 0.5 0.8 0.9 1.0 09, 13, 12 1.2 12 1.2 
COTTON FABRICS (Mn metres) | | 
Ceylon (Mn sq. metres) | 0.6 0.5 | O5 | O6 0.7 0.8 0.7 0.7 0.7 Re 0.6 Us fons 
China (Taiwan only) 2 1.0 3.0 | 4.3 6.8 7.0 7,0 10.9 10.0 10.6 10.5 : 
India. 325 a7 1) 2734. 819 SEL de 374 i, 870 364 | 383 | 385 | 398) 385 ae 
Japan (Mn sq. metres) . 243.6 | 64.4 | 107.4 | 151.8 | 156.0 | 156.0 | 153.2 | 167.0 | 202.2 | 201.8 | 199.8 | 196.2 AONE 
Korea (South) ae a 4.1 2.9 5.0 ayy 8.8 5.6 | 67 | 9:3 10.0 8.4 Shh 
Pakistan ie BYE 8.1 9.7 13.3 13.9 14.7 12.4 17.3 =: =< oye Pe 
Philippines | 06 | 0.7 0.8 0.5 |} 0.5 0.4 0.6 0.4 1.3 1.1 1.4 : 
| | 
CEMENT 1 | 44.2 | 43.8 
China (Taiwan only) re ip aa gh ‘ee re ae “or cee x 5 6.4 3.6 
fae ore 119.0 |131.0 | 221.0 | 271.0 | 300.0 | 318.0 | 311.0 | 290.1 | 313.9 | 326.0 349.9 ee ie 
Japan 473.6 154.9 371.9 545.6 593.1 593.1 640.2 ate dete oe fee ay ie 
. | z a. . . 
h at 2.9 ob .'O.8 0.5 iS) 1.4 3.8 0 | 6 1 | 
een ** | 74 | 35.1 | 423 | 449 | 400 | 481 | 525 | 545 | 45.4 ae ae | oe 
Philippines 13.9 10.0 24.9 26.3 26.4 25.2 a oe | oa aa fe oa | ne 
i Mies 6.9 13.8 19.0 20.6 1o7 ; Wis} | : : : ‘ . 
pean 222° | 81 “| ao | 177 | lea | 167 | 210 | 242 | 218 te [5.267 5) asen eS 
EE Me te a et i eel ——t — ———— = = ies 
f Cebu Portland Cement Company only. 
a. Malaya: lignite only. Pakistan: including lignite. e. Rpts Mara! 0 1 akhanvelaetindicated: 
b. Relates only to the consumption of electricity generated by the p. 1936 for Japan, unless rah 
Bangkok Electric Works. = Hees British provinces and Indian States, 


Including latex. 
Net exports. 


Eo 
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3. VOLUME OF TRAFFIC: RAILWAYS, SEA-BORNE SHIPPING AND CIVIL AVIATION 


Monthly averages or calendar months 


ee 
| as ae | ————— st 
1952 1.65503 
1938p | 1948 | 1950 | 1951 | 1952 | 
Mm. iv I I m | Jul | Aug | Sep 
aes) wat pi a= 2 al ee 
RAILWAYS@ 
Passenger-kilometres (Mn) 
Buma .. . . so | 40F) Mt] ef | eet ge) do] ae) 7 | 50 | | ee 
China (Taiwan only) 69 166 176 166 146 139 153 152 154 157 - ve a 
Cambodia & Viet-Na 74 8 6 9 10 ll 8 10 12 15 P < 
Indica" a0 2,385 | 4,925 | 5,396 | 5,078 4,723 | 4,320 | 4,308 oF in -, | gsa0 | 7.583 | 6,664 
Vepcm ute eins 2,185 | 6,595 | 5,750 | 6,421 6,707 | 6,784 | 6,693 | 6,436 | 7,053 | 6,936 ie sie 
Korea (South) 236 95 125 219 256 223 171 228 280 or eo 7 
Pakistant = 658 761 827 790 842 766 732 724 ee a ee 38 
Thailand Dae ot 25 109 120 152 188 167 171 222 207 166 16 
Freight ton-kilometres (Mn) 
roe : ees 95 Van Te 1 LE 247) 22 28 36 - = Fe ii 106 
China (Taiwan only) . re Gy 74 78 96 95 93 98 123 110 LED ia = 
Cambodia & VietNam . 28 7 11 16 15 16 15 19 20 17 17 
Indictt f ; 2,968 | 3,040 | 3,638 | 3,807 3,866 | 3,847 | 3,743 - ge i - | a osg ae 
Japant . . 1,305 | 2,109 | 2,560 | 3,074 3,227 | 3,186 | 3,337 | 3,108 | 3,290 | 3,143 | 2,954 | 3.2 5 | oa 
Korea (South) a 87 86 229 256 243 260 267 272 250 257 23 4 
Malaya 22 26 33 33 31 33 31 32 31 31 | 32 31 
Pakistan = 319 370 418 447 361 500 546 514 a 433 a 2 
Philippines¢ 14 10 13 12 11 10 10 14 12 11 10 | : = 
Thailand : 38 25 40 45 46 45 50 59 53 53 54.| 5 
Freight tons (1000) 
Baie : 7 102 108 128 137 135 124 136 135 | 141 139 138 147 
Hong Kong 40 8 29 23 23 23 27 a7 |. 22 15 18 | 13 14 
Indonesia . ae 810 292 449 497 457 482 470 480 455 551 | 537 
INTERNATIONAL SEA-BORNE SHIPPING | | 
Freight Loaded (L) and Unloaded (U) in External Trade (1000 tons) | 
Ceylon (Colombo) L. 54 63 61 60 67 70 68 73 65 79 | 85] 68 83 
ae 109 141 162 178 174 185 156 206 197 183 181 | 127 240 
China (Taiwan only) L . me 13 72 48 78 | 59 72 123 135 106 120 | 135 62 
Ue, 22 80 79 117 103 119 93 121 107 121 107 92 
Hong Kong ce A 104 gig 162 128 125 132 137 | 130 110 130 101 98 
Un a 236 361 312 284 261 299 300 261 276 277 254 296 
- Indonesia (ay 916 432 704 749 820 890 | 1,028 775 | 1,076 | 1,098 | 1,161 736 1,336 
pe 167 160), 2034). "21g 367 482 603 279 | 9371 386 423 337 393 
Japan 1h 1,092 165 299 309 414 514 402 369 468 430 397 441 383 
ia 2771 563 971 | 1,760 1,978 | 2,120 | 2,007 | 2,308 | 2,587 | 2,579 | 2.426 | 2,765 | 2,545 
Malaya‘ (Singapore) L . Fe 121 | 197 219 198 193 211 395 409 432 | 481 | 413 403 
U. 163 329 | 410 401 370 409 640 656 | 743 721 800 703 
Pakistan} et - eS 130 | 154 | 144] 95 | 180 182} 145 | 133 140 117 | 142 
US — a 310 | 335 375 353 422 351 276 | 303 328 300 | 280 
Philippines Ls 257 sof 26f 260 368 346 343 339 | 320 | a8 - 3 
Oi 194 193f| 156f; 220 215 254 208 221 | 195 s é eo i 
Viet-Nam (Saigon) L . | 142 46 46 | 70 | 62 50 62 60 62 64 58 72 | 62 
Nis 43 54 74 oz 4) Tae 117 120 134 144 114) 120/ 123 100 
Thailand Le : a 150 165 | 1493 151 | 129 | 129 151 | ag xf + 
Ue toa. Be pee GO 75 94 93 | 108 | 102 106 103 a 
Entrances (E) and Clearances (C) of Vessels with Cargo in External Trade (1000 net registered tons) 
Burmal E . 311 118) 86, 106 98 108 118 88, 88 | 115 | 127 = 
CH 361 | 157 106 | 138 132 | 140 | 153| 148] 150) ..| 28] ag |. a 
India Ee 760 646*| 670 779 773 749 630 726 804 | 724 793 708 | 670 
CH 793 567*, 607 652 739 740 878 | 836 904 870| g00 840 870 
| | 
CIVIL AVIATION® | : 
Passenger-kilometres (Mn) ; | | | 
Ceyign ti cuag . < | — | 096 | 082 | 276 | 247 | 280 | 298] 3.15] 93.94 | ; 
China (Taiwan only) oy -. | 0.82 | 1.01 | S49 | S15 ) See i) oan) cae) sy ad : vi 
India ar O11 | 23.65 31.30 | 34.49 | 31.93 | 28.92 | 36.43 | 35.96 | 31.69} 28.68 | 29.95! 97.75 29.34 
Indonesia . -- | 8.49 | 12.35 | 13.30 | 13.28 | 13.87 | 13.17 | 13.57 | 14.57] 14.43] 14.00) 13:79 | 15.60 
Philippines 0.21 | 14.57 | 15.62 | 17.47 17.78 | 19.15 | 17.60 | 16.36 | 21.77 | 20.12 | 1962) 1964 | 21/08 
Thailand \ lee — | 093 | 162 | 2.01 2,26 | 2.08 | 198) 211) 264) 245 | 284! 194! “9'66 
Freight ton-kilometres (1000) 
Coviode #8 one Aus _ 2 10 197 159 177 172 158 163 ’ 
China (Taiwan only) os 121 217 260 301 339 263 321 eel an a i 
India 34 | 475 | 1,868 | 2,204 | 2,154 | 2,021 | 2,550 | 2,275 | 1958 | 1619 | 1,475 | 1,606 | 1.796 
Indonesia . fe 3389 534 595 595 582 611 603 617 621 667 | 618 | ‘579 
Philippines oi 540 637 793 809 749 960 857 690 | 734) 766) 45 720 
Thailand 1 17 43 59 85 82 112 139 131 | 128 11S | 137 133 
Hsu Sh 0 | ae | 
a 


os 


but excluding sailing vessels. 


Railway traffic coverage:—India and Pakistan: class I railways, 
broad and metre gauge only; Indonesia: 
Federal area only; Japan: 
Manila Railroad Company. 
Post-war data relatae to Federal area only. 
Including coast-wise traffic of Malaya. 


Total number of entrances and clearances made during each voyage 


Annual figures relate to 12 months 
ending 380 Sept of post-war year stated. 


Postwar data relate to 
State Railways only; Philippines: 


Scheduled domestic and international routes. 
Manila only. 


Pre-war data relate to 1936 for Japan, 1939 for M 
1988 to Mar 1939 for Burma and Thailand; pr 
India include former British provinces and India 


railway traffic and sea-borne shipping. 


alaya, and April 
@war figures for 
n States for both 


Monthly averages or calendar months 
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EXTERNAL 
4. VALUE OF IMPORTS AND EXPORTS AND BALANCE OF TRADE Tiers 


Millions 
| i a 1 oS 2 L Ue eh be 
1938 1948 1950 1951 1952 ) a ] w\i | 
| Ill IV I II Ill Jul Aug Sep 
N. BORNEO (M$) 

Imports 0.5 aul 3.8 5.9 5.9 9.0 6.1 5.5 6.3 5.4 6.2 5. 

Exports 0.8 2.5 7.8 9.6 5.4 4.6 5.4 4.5 4.4 4.6 4.7 4A. 

Balance +03 |}+ 04 |+ 40 |4+ 3.7 0.5 0.9 0.7 1.0 19; —0.8); —1.5/]—1.0 

BURMA ({K.) 

Imports 18t} 49}| 44 54 76 78 88 $9 68 87 59 102 99 

Exports 4l1t 63} 63 82 105 94 116 51 147 108 145 95 70 

Balance ut. ee + 23 ;}+ 14 |4+ 19 |+ 28 + 29 |+ 16 |+ 28 |— 8] 4+ 79 + 16) + 86) — 7 | — 29 

CAMBODIA—LAOS—VIET-NAM 

Imports ee. 16 197 361 523 770 747 707 714 885 1,118 1,296 1,026 1,032 

Exports 24 98 136 232 201 161 165 167 175 267 PALE 372 25 

Balance + 8}|— 99 225 291 S69 |—S86 | —542 | —547| —710]} —851 |—1,083 | —654 | —817 

CEYLON (Rs.) 

Imports 20 83 97 130 142 | 130 141 123 147 131 130 92 170 

Exports 24 | 84 | 130 | 159 125 118 107 133 126 128 they WAH 133 

Balance eee os + 4/+ 14+ 33 /+ 29 — 7 2 — S94 ee 10), — 20) 3 || 29) ay, 

CHINA (Taiwan only) (NTS) 

Imperis® eG . wk 66 99 147 174 158 124 123 143 184 IA 124 

Exports 50 90 122 95 93 132 114 224 351 219 104 

Balance . —16|/— 9 — 2 |— 79 |— 65 |+ 8] — 9] + 81] +167 | + 98 | — 20 

HONG KONG (HK$) 

Imports : 52 173 SE Wf 408 316 309 333 363 346 292 307 269 299 

Exports 51 134 | 313 372 243 259 272 259 259 189 PPA 173 173 

Balance — 1,—39 |— 4 | — 36 — 73 |— 50 | — 61 | —104| — 87; —103| — 86 | — 96 | —126 

INDIAt> (Rs.) 

Imports oa oe .* $23 520 795 550 554 459 435 546 494 517 500 464 
Sea & air-bome 130 452 484 728 529 540 423 417 536 465 489 473 432 
Overland oe eg 36 67 21 14 36 18 10 29 28 27 KYA 

Exports = 378 521 619 482 524 468 442 400 435 410 401 493 
Sea & air-borne 142 353 506 596 466 506 460 437 396 428 406 392 486 
Overland | = 25 15 23 16 18 8 5 4 7 4 9 i 

Balance + 12; —145|+ 1); —176 |— 68 |— 30 |+ 9}{-+ 7] —146|} — 59] —107 | — 99 |+ 29 

INDONESIA® (Rp.) 

Imports 41 94 136 255 823 960 945 615 615 811 917 748 768 

Exports / 57 87 246 398 783 8il 847 716 716 839 909 688 921 

Balance +16$— 7 +110 | +143 — 40 —Il149 |— 98 |+101; +101; + 28; — 8} — 60 |+4153 

JAPAN® (USS) 

Imports | 87 57 81 170 169 166 179 182 205 197 200 198 192 

Exports | 84 fhe 68 113 106 96 100 93 107 105 101 lll 104 

Balance — 3);— 35 |— 13 | — 57 — 63 |— 70 |— 79 | — 89} — 98} — 92] — 99 | — 87 |— 88 

KOREA (South) (H.) 

Imports | 24 4 10 587 834 970 1,003 2,483 2,102 2,780 2,158 1,364 

Exports 6 Ad. 41 167 212 211 228 342 396 290 356 541 

Balance | ;— 1j)+ 23 |— 61 —420 |—622 | —759 | —775 |-2,141 |-—-1,706 |—2,490 aes —828 

MALAYA (M$) | 

Imports 46 149 243 396 320 296 315 Fags) 268 ane 269 275 272 

Exports 50 147 334 506 326 <h 306 276 256 241 273 224 225 

Balance }+ 4);— 2/+ 91 |-+110 + 3 |/+ 21/— 9/+4+ 1) — 12) — 31} + 4} — $1 |— 47 

PAKISTAN? (Rs.) 

Imports 124 126 161 143 159 115 108 68 100 102 83 | 115 
Sea-borne 99 114 143 129 141 106 101 63 93 96 76 108 
Overland Z5 | 12 18 14 18 ) if 5 il 6 7 7 

Exports 86 191 192 128 83 150 166 104 110 127 114 89 
Sea-borne 84 | 163 146 116 Ie 128 160 95 97 112 102 77 
Overland 2 28 46 12 | shit fA | 6 9 | 13 15 12 12 

Balance ;— 38 |+ 65 |+ 31 — 15 |— 76 |+ 35 | + 58 | + 36; + 10] + 25} + 31 |— 26 

a (P, 
agalaaia oy IZA hole 57.1 80.2 70.1 74.0 58.6 67.7 76.9 60.0 79.3 50.6 50.0 
Exports 19.4 53.1 | 66.2 68.3 58.7 51.5 57.0 62.6 66.5 66.5 75.0 65.2 59.3 
Balance — 2.7 |—44.5 |— 0.9 —113 —l4 L995 |\— 1.6 | —5.1|—10.4/ -+ 65) —43 Puptaes + 9.3 
t 
Be rcaoetd — 1lt 241 387 487 473 486 507 499 
Exports! es 373 533 668 487 506 405 480 
Balance + 6 feloz [14s feiel |+ 14 [+ #9 |—18 | — 
; isti bodia-Laos-Viet-Nam, b. Former British previnces and Indian States. 
ee, Saat ad tolenesta = ant on “Special” trade c. Figures for Jan 1952 cover the period 1 Jan—3 Feb. As from 4 Feb 
system while all other countries compile their statistics on basis of 1952, the rise in value over the preceding figures is principally due 
“General” trade system. Monthly data are not published for Brunei to a change in the conversion rate from 3.80 (excluding the value 
and Sarawak. Monthly averages of annual figures are as follows: of the exchange certificate) to 11.40 rupiahs per dollar. 
1938 1948 1950 1951 1952 d. Figures under column for 1938 relate to 1936; they have been ad- 
BRUNEI (M$ justed to include trade with Korea and China (Taiwan only). Post- 
Imports ... 0.24 2.93 4.59 4.20 17.30 war imports include aid imports, exports include procurements for 
Exports 0.55 4.10 17.12 22.65 23.96 U.S. forces in Korea (South) and U.S. forces. 
Balance «2.5 s< + 9.31 + 1.17 +12.53 +18.45 -+ 6.66 eo, fevers valaed £0. 
SARAWAK (M$) i 3 by the Bank of Thailand for purposes 
ee eres. aie Bt ap aoaa cae - ey pinion Poe pereeald “and allow for the substantial under 
Balaries ye 40.32 + 6.04 + 7-11 +10.38 + 4.64 valuation in Customs statistics of the principal export products. 


a. imports exclnde M.S:A./D.C.A. imports. 


Monthly figures are tentative estimates by ECAFE Secretariat. 
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EXTERNAL TRADE 


TRADE WITH 


DIRECT i= 


All countries 


ECAFE Region 
(including Japan) 


Japan 


Western Europe 


United Kingdom 


Eastern Europe 


5: 
Quarterly averag 
—+ a —{——_. - 
CAMBODIA-LAOS- el be 
mets BURMA VIET-NAM CEYLON HONG KONG INDIA 
t + | — af 
las Exports | Imports | Exports | Imports | Exports | Imports | Exports | Imports Exports || “inpem 
Tete — — 
1948 57.2 45.0 23.0 47.0 76.4 75.1 99.7 130.8 342.8 507.4 
1950 39.4 28.6 19.8 52.6 82.0 61.4 162.5 165.7 293.0 284.2 
1951 51.6 34.4 33.7 76.2 100.0 82.0 | 193.9 213.1 411.4 453.6 
1952 66.0 48.0 29.2 112.2 73.9 89.4 126.8 165.4 328.0 416.8 
1952. II (69.9) (50.2) 32.4 114.9 78.1 92.4 115.8 149.4 308.4 466.5 
Il (59.5) (49.1) (23.5) (108.9) 69.5 81.4 135.6 162.1 337.2 350.9 
IV 73.4 55.7 (24.1) (103.0) 63.4 88.9 142.5 174.7 295.4 283.8 
1953 I 32.2 36.9 24.3 104.1 79.4 77.4 1359 190.6 272.3 273.8 
II (21.2) (27.2) (21.3) (108.8) 75.8 | 925 135.3 181.7 249.8 343.9 
I Se _ (22.9) (95.8) 76.5 81.5 99.1 | 153.6 (269.2) (286.3) 
| 
1948 50.0 144 7.8 5.5 46 26.3 60.7 53.8 95.2 121.5 
1950 33.2 17.5 4.6 4.2 4.5 28.8 116.9 88.0 68.3 47.7 
1951 42.4 20.0 4.9 5.2 7.6 31.2 149.2 103.6 78.7 | 110.6 
1952 51.6 28.7 (11.1) (8.2) 4.5 31.2 100.2 90.2 | 83.1 67.9 
1952 II (57.6) (15.8) 9.3 7.3 4.2 27.8 93.1 84.0 | 86.3 62.4 
Il (40.3) (23.0) (9.5) (3.0) 5.3 26.3 111.5 93.2 100.2 73.0 
IV 55.5 37.1 (6.2) (2.8) 3.4 33.8 115.2 94.3 65.8 54.5 
1953 I 19.0 19.5 12.7 8.1 2.2 30.9 103.8 | 99.5 54.6 29.9 
I (15.0) (13.1) (11.5) (7.8) 26.4 35.3 105.8 101.4 56.3 55.6 
Il if ne (9.7) (8.2) 16.1 34.2 | 73.2 89.6 (39.8) (21.8) 
1948 = 0.3 0.6 0.2 0.1 1.0 3.1 5.0 3.4 | 48 
1950 5.1 3.0 0.2 0.6 = 16 | 5.3 10.0 3.9 | 3.3 
1951 7.2 5.9 0.6 2.4 04 | 42 | 84 | 17.2 9.6 | 11.6 
1952 8.2 Ee. 0.9 2.7 0.5 54a 5.4 | 7A | 14.0 | 10.2 
1952 II (8.5) (4.0) 1.0 2.2 0.5 3.5 3.5 21.4 8.3 8.2 
Il (8.6) (44.9) | (1.0) | (0.7) OF P44 7.5 22.3 25.4 11.8 
IV 15.3 10.8 (1.0) (1.0) | OS 6.7 6.1 | 20.6 15.5 | 7.6 
1953 I 3.1 8.4 0.5 23 | 0.4 34 | 102 13.9 17.6 | 5.5 
I (3.3) (4.3) (1.1) (1.5) | 0.3 4.0 13.7 | 18.0 18.5 8.9 
Il Cty! i (5.1) (2.1) 0.6 44 7.2 19.4 | (7.4) | (5.6) 
| 
Sa ERE EEER SERRE ERR eeeeeeeeeeeeeeeenen see cs cs 
1948 5.8 23.9 10.2 92.0) > gira ty aes a5 | 325 | loss | 18a8 
1950 2.5 8.0 9.4 42.4 32.1 15.6 14.9 31.0 95.4 90.2 
1951 5.4 11.2 17.0 61.8 50.4 25.5 16.6 70.0 147.8 129.9 
1952 8.4 146 | (8.9) (88.2) 30.5 25.6 9.8 50.3 99.6 124.6 
1952 Il (8.6) (13.0) 6.3 91.6 34.3 26.8 7.5 41.7 81.6 118.2 
| Il (6.0) (14.4) (7.2) (83.8) 25.1 246 9.4 44.1 98.0 121.6 
IV 9.9 15.1 (9.1) (81.0) 24.7 22.8 12.4 56.8 105.5 110.9 
1953 I 6.9 150" | 7.7 93.3 | 297 | 221 14.0 66.0 98.0 114.2 
Il (3.4) (12.3) + unt ale 28.0 | 11.0 53.4 75.1 127.6 
Im zs * ‘ ve || (RET TR ae 77 | 40.4 (88.0) | (131.3) 
ee | 
1948 5.1 21.1 = 1.2 22.9 13.2 | 47 19.0 74.2 115.6 
1950 1.4 6.7 0.2 0.4 19.3 12.2 | 7.4 17.7 | 644 6L7 
1951 3.3 8.4 143 0.5 30.8 18.1 | 9.4 27.1 | 103.9 75.0 
1952 6.2 10.8 ts ea 21.7 20.0 | 3.6 20.6 | 66.8 78.6 
1952 Il (7.5) (10.4) _ ad 25.2 22.6 2.4 17.7 49.7 76.5 
Tl (5.2) (11.0) 1.2 3.7 19.3 17.7 3.4 19.6 62.6 | 74.7 
IV 9.0 10.6 0.1 1.0 18.9 17.3 3.2 21.8 73.1 66.5 
1953 I 5.7 10.1 < ex 20.2 16.6 5.1 25:9 | Gagy 73.1 
Il (1.8) (7.8) a = 23.1 22.2 5.8 22.2 55.1 71.3 
I : — st 17.0 18.0 | 47 18.2 (79.4) (76.0) 
as a es ee en ee <n nS a ae —— 
1948 res 0.1 _ 0.1 0.5 0.2 | 0.9 0.1 6 
1950 = — - 0.2 0.1 0.4 0.9 ] : a 
3.0 
1951 a 0.1 - ae 0.4 0.9 i 1.5 5.0 3.9 
1952 0.1 0.1 e3 ae = = ia 0.4 20 33 
1952 ae ae fe, ig ae a -~ mie ta 7 
: 19 
IV — (0.1) = — — aos — 0.2 08 19 
1953 I = (0.1) < aa - ee a 1.3 13 
‘ 2.2 
II a (0.1) = _ = — | Sag 0.6 2.1 1.9 
Ill a a — = -- a Ll (0.8) (2.0) 


| 


im t1RADE 
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EXTERNAL TRADE 


quarters 
Million dollars 
MALAYA and | 
INDONESIA JAPAN SINGAPORE PAKISTANa PHILIPPINES Year 
; . and TRADE WITH 
ixports Imports Exports Imports Exports Imports Exports | Imports Exports Imports poset 
98.7 116.2 64.6 170.6 79.4 146.5 1948 | All countries 
180.4 100.4 205.0 | 242.5 84.3 85.6 1950 
307.7 201.5 338.6 498.8 102.4 120.1 1951 
227.8 228.6 318.2 507.0 87.9 104.5 1952 
220.5 212.2 326.8 524.3 97.9 101.8 | 1 1952 
218.1 252.6 288.9 497.7 78.7 108.5 | mm 
239.4 248.9 300.7 537.7 85.6 879 | IV 
188.3 181.8 275.5 547.5 93.8 101.5 I 1953 
195.2 196.0 328.6 613.9 99.8 1152 | 0 
221.1 213.4 316.3 590.5 (79.8) (99.7) | m 
25.0 937 318 24.3 7.2 14.9 1948 | ECAFE Region 
121.4 83.6 165.4 125.0 Us ne eet fee cree 
74.0 91.0 147.3 130.8 11.4 14.3 1952 
60.8 73.6 157.2 129.1 10.7 12.2 | 1 1952 
74.7 101.4 136.3 116.5 14.6 210 | Mm 
87.3 107.3 121.8 138.7 11.4 10.2 | IV 
56.4 62.1 121.3 152.4 9.7 114 I 1953 
66.7 92.1 155.7 177.2 13.9 13.1 Tl 
79.7 85.5 141.9 153.0 (15.3) (8.6) | I 
2.4 18.0 — a 3.9 0.5 an 
25 10.5 | - 2 5.5 3.6 ae 
10.0 37.7 = _ 7.5 8.2 
6.1 31.3 = = 0.2 46 
42 23.1 = a 9.5 5.4 
82 T= ie) aa 3.5 44 
9.9 =a) i ae ores 0.5 4.0 
10.6 | 16.3 <= | et 8.8 ae 
9.0 29.4 — | = 5.6 
8.6 45.7 = — (2.7) 


60.6 36.0 | 
110.0 66.8 

72.2 79.9 

68.5 69.3 

72.5 83.9 

71.2 93.7 

67.9 58.2 

$9.1 57.8 

75.8 75.9 
2.0 10.8 4.2 1.3 
6.5 7.4 6.5 1.6 

19.5 13.0 13.5 8.0 
6.1 16.2 18.3 9.2 
6.8 13.3 31.6 10.1 
3.8 18.2 11.8 6.1 
4.2 20.8 8.0 10.0 
3.6 13.2 14.3 8.5 
4.5 11.3 6.9 11.0 
4.5 16.1 9.5 14.1 
0.4 1.1 hel 0.6 
0.2 0.7 0.4 0.9 
0.6 1.5 0.5 0.5 
2.4 1.6 0.6 0.7 
0.1 1.8 0.5 0.3 
1.8 1.3 (0.4) (0.1) 
7.1 1.1 (0.8) (0.6) 
1. 1.1 0.7 1.2 
1.0 1.4 0.5 0.4 
1.4 1.9 1.6 2.1 


DOK HNIADOUWOD 


13.4 20.4 
17.2 23.1 
23.9 27.6 
17.0 30.9 
6.9 40.0 
(7.4) (33.9) 
(14.9) (19.7) 
29.4 21.0 
16.9 ties 
(16.4) (12.3) 
6.2 Ws 
7.3 2.0 
8.1 2.2 
9.0 1.8 
8.4 0.7 
1.3 0.3 
(0.6) (0.1) 


= 


RATE DAG Rp 
Ss 


RRe NIOSH 


— 
ro 
~~ 


0.8 1.3 
1.3 1.3 
3.2 1.6 
1.4 1.2 
1.2 Hel 
0.8 1.2 
ed 0.8 
1.8 0.9 
1.3 1.2 
(1.0) (0.9 
2.0 


=i. 


Western Europe 


United Kingdom 


Eastern Europe 
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EXTERNAL TRADE DIRECTION ae 


Quarterly averag 


| 1A- 3 INDIA# 
Year BURMA ae CEYLON HONG KONG 
TRADE WITH and | ; 4 
+ rts Imports 
Guoxter Exports Imports Exports Imports Exports Imports Exports | Imports Expe 
89.4 
i 26.7 60.9 : 
i 48 0.6 1.7 0.5 6.0 6.4 10.0 61.8 58.6 
2 Gl ae a 0.9 0.8 3.7 3.0 2.9 14.0 30.8 Sky 33a 
1951 0.2 0.9 3.6 4.1 5.3 7.8 ae 72.6 158.7 
1952 0.6 2.6 3.1 5.6 9.9 5.8 67.3 228.1 
1952 «=I (0.2) (0.8) 1.6 5.2 20.0 5.3 ao 70.7 96.8 
ll (0.4) (iad) (4.0) (5.8) 28.6 3.3 65.4 51S 
IV 0.5 1.7 (4.3) (4.3) 39.5 3.5 12.0 63.8 64.2 
icsa «1 1.3 1.6 2.7 4.5 3.4 4.6 oe 54d 87.7 
II (0.2) (1.5) (1.8) (1.0) 6.3 4.0 1 (54.9) (53.6) 
Ill Ac ale (4.9) (3.7) 2.4 3.9 12.4 : + 
=f 
4 54.3 82.2 
United States of 1948 0.6 1.6 0.5 6.0 5.7 9.6 hg: 348 52.9 
America 1950 0.1 0.8 3.7 3.0 ’ 1.8 13.5 : 75.1 105.9 
1951 0.2 0.8 3.6 4.1 : 4.3 Dok 16. 65.0 143.0 
1952 0.6 2.9 3.1 5.6 8.2 7.8 5.0 9.6 Ee | 90797 
1952, «I (0.2) (0.8) 1.6 5.2 al 9.7 4.6 i st 72.1 
Ill (0.4) (1.0) (4.0) (5.8) 8.2 6.9 22 7. 60.4 46.4 
IV 0.5 ead (4.3) (4.3) Tal 9.4 2.6 8.8 ane 52.4 
VIS 1.3 1.6 2.7 4.5 8.7 3.1 3.4 8.6 | 3 . 
11.3 48.0 61.8 
II (0.2) (1.5) (1.8) : ra gs te a ee (46.4) (40.0) 
Til ae a (4.9) (3.7) ; ; } A i = 
— 24.0 ‘ 
Latin American 1948 0.2 ~ = a e Ys 0.1 — | 4ee ee 
Republics 1950 = = - 0. ll S a 24.5 28 
1e3! a me oe By 0.4 Be = = 14.2 0.7 
wees a = = ee ; ee — 9.3 0.8 
ee = * ic wet co = = es ee, 0.1 
a a * , iE. = At = ai } 138 |= 
iY. i a x a yi me a a ee 1.2 
1953 I — — = ao 0.1 =a = = ‘ : 
II = =: =s = 0.2 an = — 12.4 | 0.2 
Ill : == _ | 0.2 -- -- 1 0.5 (19.4) mY = 
_ = i ——- + 
i 1948 — 1.4 | 0.5 0.6 8.3 10.8 ae 4.2 18.0 | 20.9 
ere i — 0.6 0.1 0.1 8.0 4.2 LIS 3.5 16.9 23.7 
1951 — 0.8 = == 9.0 6.5 3.5 4.0 28.8 10.6 
1952 — See = — 5.8 6.5 0.9 2.4 14.4 8.7 
95 Za Ll = (1.3) = —_— 6.4 7.3 } 0.7 2.3 19.3 11.8 
Ill —_— (0.7) — ae 6.8 8.2 0.9 2.6 a7 5.3 
IV — 0.7 = | — 4.9 | 5.3 0.8 2.9 5.7 5.5 
1953 I — 1.3 —_— — 6.9 | 8.2 1.5 2.6 8.6 6.3 
II — (0.1) = — Se ; 11.8 2.1 | Fy 12.6 | aia 
9.6 9.2 2.3 l (8.5) ale 
m | ae eee | mie | af | | @1.3) 
i 1948 49.5 36.5 5.8 2.8 41.0 | $3.8 26.2 36.3 191.6 | 264.2 
ie 1950 24.0 21.0 4.1 1.3 36.9 | 43.6 44.3 43.7 164.6 141.6 
| 1951 32.9 22.4 8.8 1.4 $1.2 1 $7.3 61.0 | 67.3 218.0 190.1 
1952 43.0 32.2 6.5 0.8 36.0 56.6 32.0 | 44.8 168.8 i 1546 
| 1952 Il 44.4 33.6 7.4 0.6 33.3 59.3 28.6 | 37.8 | 163.4 1532 
Ill 44.5 33.6 (5.7) (0.3) 35.0 $4.4 30.4 44.6 170.8 146.6 
| IV 42.9 35.5 (4.2) (0.4) 31.2 50.2 27.8 47.4 144.0 | 1374 
1953 I 21.4 24.4 7.3 3.3 33.6 49.1] 33.1 49.6 134.2 125.7 
(8.5) 31.5 47.4 122.7 168.4 
Me 29.8 39.8 (110.4) (112.1) 
; 10.5 81.6 110.2 
ECAFE Sterling 1.0 0 
Countries 0.7 25.9 58.6 38.3 
0.7 32.3 57.4 83.0 
(0.8) 18.0 61.0 43.7 
0.5 14.7 70.1 40.7 
(0.3) 16.8 67.8 40.9 
(0.4) 18.9 43.4 35.3 
0.2 20.0 30.7 23.4 
(1.6) 19.9 31.1 44.7 
(0.8) 16.8 (26.0) (33.6) 
= | i¥ 
GENERAL NOTES: 4. Having regard to the considerable volume of trade of Cambodia- 
1. Countries included in the total for ECAFE region are the Laos-Viet-Nam and Indonesia with France and the Nethennnal 
following: respectively, these figures are shown separately below:— 
i) Sterling countries—Burma, Ceylon, Hong Kong, India, Cambodia-Laos-Viet-Nam Indonesia with 
Malaya and British Borneo and Pakistan. with France Netherland Ls 
ii) Non-sterling countries — Cambodia-Laos-Viet-Nam, China nas 
(Taiwan and mainland), Indonesia, Japan, Philippines, Exp. imp. Exp. Imp. 
Thailand and Korea (South). Data are not available for 1948 10.0 29.5 35.4 29.9 
Korea and Nepal. 1950 8.6 40.0 43.8 17.2 
2. Annual data are based on calendar years except for 1948 figures 1951 12.8 58.7 65.3 24.4 
in the case of Burma, India and Pakistan, which are based on 1952 8.9 88.2 48.3 29.3 
the twelve months ending September 1948 in the case of Burma, 1952 II 6.3 91.6 47.2 26.8 
and ending March 1949 in the case of India and Pakistan. Ill 14.1 58.1 50.5 33.8 
and March 1949 in the case of India and Pakistan. IV 2.2 106.7 50.0 33.1 
3. Figures in brackets are based on national sources conyerted by 1953 «=I Won GS.5 47.8 19.9 
ECAFE Secretariat using exchange rates published by IMF. Il (3.9) (85.2) 39.3 21.2 
a. 1948, year beginning 1st April. Ill (4.3) (76.1) (43.6) (24.7) 
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. ADE (Cont'd) EXTERNAL TRADE 


quarters 
Million dollars 
MALAYA and 
INDONESIA JAPAN SINGAPORE PAKISTANa PHILIPPINES Year = 
| = ; and DE WITH 
xports Exports Imports Exports Imports il Exports 1% Imports Quarter 
| atk 
17.8 28.4 16.Som i) © 112.4 60.0 27.4 12.4 
29.5 21.5 50.3 114.8 94.9 8.8 11.4 8 82.7 "06.1 150 | eae 
51.9 41.6 52.0 | 217.7 113.0 20.9 8.3 8.0 65.8 88.8 1951 | 
58.7 40.5 63.8 237.4 60.1 18.0 5.6 10.1 59.8 80.0 1952 
65.6 42.1 52.0 | 270.5 56.9 19.5 5.9 10.3 72.0 77.8 II 1952 
489 43.8 75.2 251.9 45.5 12.6 7 49.7 78.3 Il 
55.9 | 35.4 71.5 224.5 57.9 14.6 e * 56.9 70.2 IV 
455 | 34.9 61.6 233.1 55.5 13.1 12.4 6.1 69.7 82.9 I 1953 
50.5 34.8 73.3 213.0 42.9 12.6 6.7 3.4 73.2 94.7 II 
42.9 344 | 64.9 216.2 44.3 12.5 (3.7) sa (62.5) (73.1) | 
17.2 26.9 164 | 110.4 53.8 24.6 12.0 6.6 52.4 117. i 
29.4 20.8 45.7 106.8 85.6 7.2 11.0 8.8 61.6 ue ase ee States of 
51.6 40.2 47.4 171.8 97.5 17.8 7.9 7.5 64.6 85.4 1951 
58.3 39.0 | 58.6 192.1 53.6 14.9 5.6 9.1 58.9 76.3 1952 
64.9 38.9 47.3 239.3 50.3 15.9 (5.8) (9.1) 71.3 75.9 II 1952 
48.7 43.0 67.0 182.7 39.9 10.2 (4.3) (9.3) 48.6 730 Ill 
5.6; | 36.0 69.3 166.8 51.2 12.8 (7.3) (6.2) 55.9 67.2 IV 
45.2 34.5 57.0 181.4 | 48.5 11.7 12.3 6.1 69.5 80.4 I 1953 
50.1 34.3 68.9 : : 310 73.1 91.5 I 
42.4 34.2 57.8 P (4.0) (61.2) (70.6) II 
al 
+ az 4 aa = = . a | o 3.0 1948 | Latin American 
i — E x 3 i 9 1950 Republics 
tia 0.4 22.3 64.8 162%) 0.3 = = 2.0 ili 1951 
i | 7.1 12.5 42.0 47 4) 0.3 = = 7 1.4 0.3 1952 
3.2 | 16.7 12.7 18.4 San 0.1 = a 2.2 = Tl 1952 
06 | 7.6 ee 2.9 0.3 is = 0.8 0.4 Ill 
04 | 0.2 : - 1.8 0.4 —= _ 0.6 0.4 IV 
ol | on 14.8 49.8 5.0 | 0.2 0.2 as 1.9 0.3 I 1953 
0.4 0.4 21.7 64.6 a3 (| 0.1 0.5 = 3.3 0.3 I 
0.5 0.3 18.9 50.7 42 0.4 (0.6) Zs 3.8 — | 
2 | 8.5 | 1.1 2 0.5 0.3 0.2 1.8 1948 | Oceania 
4.0 | re") 6.4 9. 1.8 0.2 0.1 0.5 1950 
8.6 2.6 | 25.4 coe : ; 2.2 0.3 1.4 0.2 1951 
ipa | 3.2 ee 37.9 | 15.7 | 13.6 1.0 0.6 0.2 0.4 1952 
66 4.3 27 | 32.2 15.1 13.6 1.3 0.8 0.1 0.3 II 1952 
8.0 | 3.2 6.8 | 35.0 18.4 11.4 (0.9) (0.4) 0.3 0.5 Ill 
72 «| 3.3 0.2 | 35.1 16.5 14.7 (1.2) (0.3) 0.1 0.5 IV 
64 | 1.6 16 57.3 10.8 14.5 12 0.1 0.1 0.2 
5.0 | 3.7 2.5 66.9 | 21.9 12.5 1.0 0.1 0.1 0.3 
6.9 7.4 2.5 38.3 15.6 11.9 (1.6) (0.3) 0.2 0.2 
244 | 29.7 17.4 | 15.3 61.0 89.4 34.8 60.5 2.4 5.4 Sterling Area 
79.2 34.9 | 74.2 | 55.4 | 100.4 98.4 32.1 | 41.2 | 2.6 7.6 
137.2 57.3 153.1 -| 11.6 182.6 139.1 818 | 549 | 5.2 7.6 
: d E 36.8 61.7) 2.8 7.8 
15.2 76.1 2.6 5.4 
(10.8) (51.9) 1.5 13.1 
(22.5) (30.4) 2.0 6.5 
41.7 30.1 2.6 5.7 
31.9 13.9 2.2 6.7 
(26.4) (18.7) (2.0) (5.2) 
20.6 38.7 1.4 BY ECAFE Sterling 
12.4 16.0 0.8 47 Countries 
54.4 25.8 0.8 4.8 
18.0 29.2 0.6 5.6 
14.5 14.1 0.5 4.3 1 1952 
(11.8) (28.1) 0.4 10.6 Ill 
(25.4) (11.9) 0.5 3.9 IV 
9.5 78 0.5 4.6 I 1953 
13.1 4.7 0.6 5.2 I 
(18.2) (7.0) (0.8) (3.9) Il 
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EXTERNAL TRADE 
6. WALUE OF IMPORTS BY PRINCIPAL COMMODITIES AND/OR COMMODITY GROUPS 


Monthly averages or calendar months 


Millions 


ve —— 
| . 1952 119.8" 3 — 
| 1938¢; 1948 | 1950 | 1951 | 1952 natn | | 
If iV at i | Or <f Je | avg | Seu 
a ae | J 7 : | 
| | | | 
| | | | | | | 
BURMA (K.) | | 
Cotton yarn and fabrics (incl. | | | Fe 
ongeyete 6 oy a SO 3.4t Seo a LOL Osh 13.3 | 14.1 | 19.4 14.5 16.0 | 16.0 Rae 15.6 | 44: 
Base metals and manufactures : 
thereof . 21t) sey) Usti od 6.0 6.7 5.6 5.5 7A | 58-4 9a 
Machinery and transport ‘equipment 1.8f 9.37 ze hee lh Bae eh] 6.7 6.9 5.8 8.6 | 6.8 | 6.4 | Ahem 
CAMBODIA—LAOS—VIET-NAM | 
Live animals and food. . . 10 | 156 | 414 | 83.4 83.5 | 82.2 | 96.4 | 75.1 | 110.6 | 168.6 | 219.7 | 136.0 ; 150.0 
Textiles and apparel, incl. yarn | 
and thread . . .. . .| 44 +/| 425 | 99.7 | 167.9 | 176.3 | 176.6 | 155.5 | 162.3 | 196.4 | 253.6 | 259.3 | 232.8 | 268.7 
Machinery and vehicles (incl. | 
electric machinery and fittings) | | | | | } 
and base metals and manufac- 
{wresmthereoimw.n fs). e 3.3 56.8 76.1 128.0 171.5 180.8 148.6 163.4 | 198.6 | 308.2 | 368.8 292.7 !' 2629 
| 
CEYLCN (Rs.) | | 
Food and drink . . 8.7 42.5 48.9 57.0 64.5 99.2 68.1 56.9 FLO | C28 532 | “sa $3.8 
Raw materials and articles mainly | 
unmanufactured . 2.8 8.8 9:9 13.5 14.3 16.1 13.7 | 15.8 15201 139 vee 14.1 |. 3&@ 
Articles wholly or mainly manu- | 
factured ; 7.8 29.9 37.7 58.2 61.7 53.3 57.8 | 48.8 59.3 | 53.2 63.9 42.3 | 53.5 
Cotton yarn and manufactures : 1.4 10%3) |) TOUS 11.8 10.4 S19) 8.7 8.8 9.6 8.1 10.9 24 | Vie 
Machinery and vehicles 1.0 G2 al BY 11.0 14.1 is 1Z3 i ers 18.0 12.5 16.0 11.3 10.2 
Base metals and manufactures | 
thereof... 0.9 2.6 rsh 6.1 6.2 6.6 | eal 5,3 | 6.2 5.3 6.6 5.4 3.8 
Electrical goods and apparatus 0.3 0.9 1.4 2.3 1.8 1.4 22, eee A | ines Zs 1.9 2.1 2.8 
CHINA (Taiwan only) (NT$) | 
Beans and peas . He) 6.9 ved | 12g} 6IG8 | 4.8 $2 | 5.2 Ta 4.0° |.) 13a 
Wheat flour 3.9 Zee 8.3 | 12.5 } 14.5 | 6.8 5.0 13.3 22.6 15 9.9 
Cotton piecegoods ; : 9.8 7.2 4.4 ASM, (313) yees:9 | —|{ — — + | a 
Fertilizers, chemical or entificial : | 5.8 5.9 9.1 14.4 12.4 9.4 o 3.0 = : 2.0 
Medecines and drugs | ee? 3.6 | 11.6 13.6 8.5 6.5 LZ 8.9 3.4 9.8 8.4 
Iron and steel manufactures 4.0 3.67) Lie Ta 6.9 BY ie 6.9 6.7 7.1 eee 
Machinery and vehicles | 10.8 13.6 20.1 | 12.6 LES Wie 7 42 ! 12.9 15.3 103 | Tse 
INDIA? (Rs.) | | | 
Food and drink .. 14.9 | 73.7 | 1026 | 175.8 | 188.1 | 1626] 65.8 | 985.9 | 144.3 | 85.0 | 108.5 | 96.3 | 53.3 
Raw materials and articles mainly | | 
Shqbeoloroysutore(biefol = 4 4 4 30.5 88.3 148.7 186.9 186.1 131.6 148.5 109.4 | 159.1 | 1493.7 148.5 160.5 | 140.3 
Cotton, raw and waste. . . 9.2 38.8 Teed 94.3 95.8 $1.9 45.0 | 35.6 64.2 46.3 60.7 | 30.2 | 47.9 
Mineral oils . . 13.6h| 26.7 45.7 53.2 65.0 57.7 CLS |) Gosd ZIRE | qed 60.6 | 99.7 | 55.9 
Articles wholly or mainly manu- 
factured Pino 78.0 | 224.5 | 203.8 | 270.7 247.1 241.1 | 205.1 Beat Wl Basse 2291 227.2 | 218.1 | 9949 
Machinery and vehicles. 22.1 89.4 94.9 | 104.1 104.5 96.7 86.0 98.8 | 90.8 87.4 | 88.0 81.5 | 92.5 
Implements and instruments 4,gi Thy) 6.4 10.5 8.5 Yi 63) 83] 81 {| 82] 2839 7.4 8.1 
Electrical goods and apparatus 2.8 8.0 8.5 7.6 10.8 Lae 11.0 £3.56 13.3 Wt | 15.6 10.5 | 112 
Base metals and manufactures | | 7 
thereofy 2 ee Se SL 8 8.9 26.4 40.0 33.2 37.4 37.6 30.9 } 33.0 29.7 34.6 | 38.3 | 991 | 
| 1 38.4 
INDONESIA? (Rp.) | 
EOOG Me agerer® Rr watt Ss a a RE 7.3 9.5 18.3 27.0 162.3 172.5 126.1 136.5 143.5 106.1 153.55] "9atq 71.0 
Textiles . 10.3 | 23.5 | 96.0 | 61.7 | 217.8 | 224.1 | 240.2 | 152.1 | 290.1 | 262.1 | 299.4 | 2467 | 24n'2 
Base metals (incl. ores) and manu- i : ‘ 
factures thereof . . 4.9 4.2 4.6 12. 89.9 90.8 115.8 58.6 $8.6 90.9 89.5 93.8 89.3 
Machinery and appliances (incl. . 
electrical material) . . . . 9.1 6.8 7.2 8.6 36.4 43.1 36.1 48.9 44.4 60.6 70.0 $3.3 58.4 
Transport equipment 3.0 3.7 il 6.6 19.7 28.9 19.8 64.9 49.6 89.7 | 65.4 45.] 68.5 
| | 
The : aa: . 2a | 
es 
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EXTERNAL TRADE 
6. VALUE OF IMPORTS BY PRINCIPAL COMMODITIES AND/OR COMMODITY GROUPS (Cont'd) 


Monthly averages or calendar months Millions 


| 1952 lat. bac 


1948 1950 1951 1952 | ] 
Il IV I I pot 


28.0 46.5 49.6 50.3 |; 50.9 45.1 56.0 


JAPAN (US$) 

BONe eee 2 eee | eee 
Crude materials (inedible) other 
than fuels . 


Ane 108.2 80.66 74.8 | 88.4 87.9 96.7 
Mineral fuels, lubricants and re- | 
ected amatericin?: Wl 0g . k. x &. | & 13.9 19.5 2le0ee 15:9 25.6 22.8 
Ruomicdine ce Be, td 2g 4.2 39 | 48 3.1} Hy 3.6); 4.2 4.9 6.2 
Pemionenm.) fe Moe y Ps hy KA 0.9 0.7 O57} 0.7 0.8 1.0 
Manufactures of metals : at ee e si 0.4 06; 0.4 04 | 0.5 
BOSAMnOttS i ies Keel x 11.0 13 1.8 0.2 1.4 0.9 1.6 2.2; 2.7 
Machinery and transport equipment 3.5 0.1 0.6 §.1 7.6 6.4 10.1 9.0 12.1 
MALAYA (MS) 
GS, gl re, oo 11.9 48.2 57.8 82.0 84.2 80.5 86.9 THIS 71.2 91.3 
Cotton yarn and manufactures . 22 17.9 22.9 30.0 18.2 16.5 21.6 16.6 19.8 17.6 
Machinery and vehicles. . . 3.1 9.9 12.1 229 27.9 23.8 23.6 21.8 191 14.3 
Base metals and manufactures 
pueradter 2) F So a EG. «i f 1.6 4.7 Tal 15.0 14.8 12.7 16.7 15.0 15.3 10.4 
Electrical goods and apparatus . 0.5 2.4 3.5 5.2 5.6 5.0 | 4.8 6.8 6.0 4.4 
PAKISTAN (Rs.) 
Cotton piecegoods . . . . . ae 22 ATMS Zen 27.5 23.0 18.6 | 6.2 4.4 0.3 —_— 
Cotton twist and yam ... . = 94¢| 12.5 18.0 16.3 1} 4.5 | 1.0 2.3 5.3 
Machinery and vehicles . . . bs 8.6f) 13.3 17.2 21.6 20.4 14.7 | 15.9 8.5 ila 


11.4 5.1 2.8 3.3 
9.0 8.0 


Grains and preparations®s . . . 1.31 7.0 4.2 pe 6.1 
Cotton and manufactures?. . . 3.6 11.4 6.2 12.2 9.2 
Rayon and other synthetic textiles4 0.4 BO aot 2.3 
Mineral oils (petroleum products)® 0.9 5.7 5.8 6.0 
Machinery and vehicles (incl. 
sparasparis) 490, =. «2 & 2.7 8.9 4.4 7.0 
Iron and steel manufactures‘. . | 1.8 4.7 4.4 6.0 

} 

j 

j 

| 


16.1 14.6 


Se 


= 


THAILAND® (Baht) 


Cotton fabrics and manufactures . 
Kerosene . ye ye 
Petrol and aviation spirit . 
Gunny bags . 


iti i i : g. From 1950, Port of Bangkok only. In 1949 imports of cotton 

on baa i Sa ai yee ie a sero and cotton piece- fabrics and manufactures, kerosene, petrol and aviation spirit, and 
Stee Aes pawerdsy, textile, comprise cotton Fak gunny bags through Port of Bangkok accounted for 100%, 71%, 
goods. 83% and 98% respectively, of total imports. 


1936 for Japan, 1939 for Indonesia. 
Including vegetable and animal oils. 
Includng cutlery and hardware. 
Including drink. 

1937. 


c, d, e, f. From 1953 onwards, changed respectively into cereals and 
preparations; textile yarn, fabrics and made up articles; mineral 
fuels, lubricants and related materials; and base metals and manu- 
factures. 


yess rtp 
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EXTERNAL TRADE 
7. VALUE OF EXPORTS BY PRINCIPAL COMMODITIES AND/OR COMMODITY GROUPS 


Monthly averages or calendar months Millions 


1951 1952 
‘BURMA (K.) 

Rice and products 60.3 82.6 

Raw rubber . 2.4 Vy) 

Teak 4.0 3.0 

Metal and ores 3.5 5.0 

CAMBODIA—LAOS—VIET- NAM Pr 

Food 110.0 dhe! 
Rice 7300) Heo Oes, 

Rubber ; 102.7 71.8 

Mineral products. 6.1 6.8 

CEYLON (Rs.) 

Tea : 66.7 60.3 63.0 50.7 66.4 72.6 69.1 77.1 52.9 77.4 

Coconut and products ; 26.9 19.5 18.9 17.7 18.8 L799 21,1 21.0 20.9 21.4 

Rubber 48.5 Sal 21.4 26.3 35.0 23.7 25.6 | 20.2 35.4 21.0 

CHINA (Taiwan only) (NTS) 

Rice. 11.1 18.6 | 285 | 26.1 29.4 — 6.4 i 11.4 7.7 

Fruits, fresh, canned or " preserved 6.6 9.3 33 7.9 6.6 8.0 6.7 6.8 6.4 6.7 

Tea 74 Tall 9.4 7.4 6.0 99 | 9.9 122 8.7 8.9 

Sugar . 6 48.2 72.0 34.6 36.6 37.9 80.9 | 185.4 316.8 | 168.2 71.0 

Essential oils 4.0 3:7 3.6 2.0 Bod Est 1.9 2.4 | Liv 19 

INDIA? (Bs.) 

Food and drink . 119.6 109.1 123.4 | 120.2 UN 73.4 123.9 110.2 110.7 150.8 
Tea . 6 78.7 66.7 (EBL 81.5 73.9 40.5 97.4 82.9 87.2 122.2 
Spices 24.9 19.0 17.1 14.4 Zales 14.6 8.1 74 | 5.6 112 

Raw materials and articles. mainly | 
unmanufactured 127.7. | 116.4} 123.7 ! 116.9 | 117.8 | 100.3 73.9 | 67.8 73.2 80.7 
Cotton raw and waste ZA. | 203 33.2 17.8 212 21.4 9.2 LT2 po | 9.4 
Hides and skin raw or undressed say 4.9 4.2 5.0 4.9 5.2 4.8 6.1 4.3 4.0 
Vegetable oil other than aromatic 25.4 20.0 19.5 16.2 16.4 10.5 vA hy a 27 22 

Articles wholly or mainly manu- 
factured 347.6 244.6 | 239.3 | 204.1 | 181.7 | 195.2 | 210.0 | 201.9 | 191.5 | 236.8 
Cotton yarns and. manufactures 78.4 60.4 83.1 54.2 41.7 57.3 53.6 $1.2 53.7 56.0 
Jute yarns and manufactures 200.3 135.6 | 113.0 90.7 79.6 82.2 | 103-9" |, 102.3 85.5 | 123.8 
Hides and skins tanned or 

dressed and leather 27.8 14.6 13.8 19.2 25.0 21.6 ts 16.9 16.7 19.5 
INDONESIA au 

Tea 4.7 1.8 11.6 20.9 2E7 wy L938 21.3 23.8 20.4 22.0 19.5 19.6 

Copra . mes, Posy. phat nan cae 3.2 13.1 18.2 40.7 43.2 32.2 | 38.7 44.7 39:3 59.9 64.2 57.3 ware 

Rubber = dace a ded 13.0 21.3 | 107.0 | 206.9 344.7 | 314.5 | 343.5 | 266.5 | 284.0 | 272.2 | 312.4 | 255.2 | 249.2 

Tin (and tin ore) ome RCT 2.8 12.3 15.4 25.7 78.0 98.8 88.2 68.4 66.8 87.5 98.5 59.6 | 104.3 

Petroleum and products .. . 13°5 Ze, 46.4 52.8 162.1 | 189.4 | 195.9 | 150.38 | 195.9 | 218.0 | 237.4 | 130.1 | 286.5 

JAPAN (US$) 
lHefelel g a 7.3 0.9 4.1 5.6 8.0 9.6 9.1 9.6 10.8 os 12.5 10.4 


Crude materials, inedible, except 
fuels at) os a ee 

Chemicals 

Textiles 

Manufactures of metals 

Base metals 

Machinery and transport equipment 
MALAYA (M$) 

Food : 

Rubber 

Tin (block, ingots, bars. or ‘slabs) 


PAKISTAN (Rs.) 

Raw jute . 

Raw cotton 

Raw wool . . 

Hides and skins . 

Tea . 
PHILIPPINES (P.) 

Abaca (unmanufactured) 

Coconut products 

Sugar centrifugal 
THAILAND? (Baht) 

Rice : 

Tin ore and concentrates ‘ 

Rubber 

Teaka . 


a. Former British provinces and Indian States. 
b. From 1950 Port of Bangkok only for rise and teak. In 1949, ex- oe 
ports through Port of Bangkok accounted for nearly 100% of ‘total 
exports of these exports. From 1951 onwards. baht values of rice, 
rubber and tin are obtained through conversion of foreign currencies 
at free market rates of exchange. 
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EXTERNAL TRADE 
8. QUANTITY OF EXPORTS OF SELECTED COMMODITIES 


Monthly averages or calendar months Thousand tons 


| L 19.5.2 il Gey 2) 
1938 1948 1950 1951 | 1952 - = aie 
ig Ill IV I II Ill Jul Aug Sep 
fee + == a= = 
RICE 
Burma. . : 253.9. 1102.2 99.2 | 107.1 110.3 99.9 | 117.2 28.0 | 133.6 88.1 77.1 
Cambodia—Laos—Viet- Nam : 77.8 13.4 8.7 25.5 19.0 7.2 2.2 17.9 : 16.1 14.2 22.0 12.1 
China (Taiwan only) my . 2.3 Wel 8.8 14.1 11.3 7.8 — 1.7 3.0 2.0 
ee ereeneee oy Fc oh. Fe 115.4 67.6 123.2 | 129.5 118.8 | 132.8 97.1 101.8 | 138.2 SAA NN atpaley, 
China (Taiwan cnt Lae ia “| *< 50.7 23.6 38.3 17.8 19.2 31.8 56.8 | 130.5 | 239.9 | 108.8 42.8 
Indonesia oa AE ON sss | 3838 0.2 0.5 0.1 — 0.1 — 1.3 0.1 1.5 2.4 
Philippines. 5 wk Ct 68.2 18.1 36.6 47.2 66.1 27.2 47.2 80.2 76.0 56.9 88.4 ses} 28.9 
TEA 
| 
Ceylon eae ie. ae ee ii Tips! 13.5 11.9 12.5 | 10.1 11.5 13.5 13.2 15.3 0b lets) 12.9 
India Sock, Cee ep teat 13.4 13.2 15% 17.0 15.5 18.9 18.5 17.9 9.0 20.7 Vier. 18.5 25.9 
Indonesia . 6.0 0.7 2.4 Sans chef 2.8 2.4 25 230 PaeM Z9 2.0 2.0 
Japan . 1.4¢ 0.3 0.6 0.7 0.8 1.4 0.7 0.6 0.8 1.3 Aleit 1.2 ey 
Pakistan -_— pe 1.2 0.6 1.8 0.9 Lal VRS) 0.3 0.6 1.5 1.4 1.9 1.3 
COPRA AND COCONUT ‘OIL’ | 
Ceylon he. ees was 8.7 9.2 VAS 10.3 11.1 12:3 9:2 3.9 7.4 8.1 8.8 8.1 7.4 
Indonesia (copra) aw > eS 25.84 | 12.1f 14.1 23h 17.1 12:3 14.5 12.4 10.3 18.1 19.1 18.0 yi 
Molaya  . » «)«s © © «% 13.4 y Sl 11.2 10.4 8.7 8.3 12.2 6.3 7.4 8.5 TS) 7A 10.2 
N. Borneo LS fee ee 0.4 0.3 1.4 0.9 0.6 0.7 0.6 0.5 0.6 0.7 0.6 0.7 0.8 
Philippines... on 28.94 | 35.3 41.0 45.0 40.3 45.8 39.7 27.0 25.8 48.6 43.8 50.3 §1.9 
PALM KERNELS AND om 
Indonesia (palm oil) . . . 14.2 3.3 8.2 8.1 ORs 13.0 12.9 9.8 6.7 11.1 T5e2 4.9 Tare 
Malaya . . 5 3.1 4.4 52 4.5 4.3 4.0 49 4.3 4.5 5.4 8.8 2.6 4.8 
GROUND NUTS AND om 
Hong Kong - ...-+ .- - 1.2 0.4 1.8 0.7 0.8 0.8 ay tail 0.4 0.1 0.2 0.1 0.1 
howe Sc TR sc! Ohh x 22.06 5.5 5.8 5.8 5.6 4.2 4.3 5.7 1.0 — — — 
NATURAL RUBBER 
Brunei. 0.1 0.2 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
Burma. . 0.6 0.8 0.9 0.8 1.2 0.2 eZ 0.8 0.3 0.3 0.4 0.2 0.1 
Cambodia— Viet Nam 5.0 3.5 4.4 4.4 5.1 5.7 6.7 5.8: 3.4 6.6 6.2 5.7 7.8 
Ceylon 4.2 7.8 10.0 8.8 7.6 ales) 8.1 9.4 6.6 7.9 ys! 11.7 7.0 
Indonesic . : 25.5 36.6 58.6 67.2 61.8 58.8 74.7 52.4 $9.9 63.0 66.7 62.0 60.3 
Malaya (net export) . 31.4 57.5 55.7 5S 48.4 48.6 47.3 49.9 44.6 45.9 53.8 38.9 45.0 
N. Borneo 0.8 ; Oe 2.0 1.8 1.6 15 17 1.4 RS) 1.4 15 1.4 13 
Sarawak . 1.5 3.4 4.7 3.6 XY) 225 Dey) ell 2.4 2.2 2.3 2.3 1.9 
Thailand 3.5 8.1 9.5 9.2 8.3 8.6 8.2 10.0 6.4 8.1 10.1 §.9 8.2 
COTTON, RAW 
ncicctt.. » BE 2) Lf es 38.6 8.0 hed | 2.3 4.4 8.4 Bee 
Pakistan . . _—_- oe 13.6 17.2 18.3 20.4 EN 21.9 
CO:1TON YARN Sooke — 
Kon: rs so 6 ba Ae 2,109 | 1,732 1,505 | 1,366 | 1,095 
sci . : eet) oe ee 2,084¢ 458 891 1,025 | 1,117 948 312 
Malaya . . : 197 22 388 167 119 205 122 
COTTON PIECE GOODS (Ma atu et es ns 
1 Be a 10.8 12.2 R 
ae a Se ie . & 14.65 | 23.5 93.7 59.1 45.7 oe ane 
metres) . Roa 200.2¢ 28.2 76.9 75.3 52.0 40. i 
- areessnepa a" . Pues gor 2.0 75 14.58 | 14.5 9.6 8.7 10.9 
JUTE 
akist raw) . a ae oe 28.1¢ | 92.7 73.8t 7W3AT 1 faS.1) j Lisi 
nities gchar and cloth) ie <e 78.9¢ | 78.4 54.0 67.1 60.0 63.2 49.4 
HEMP, RAW 
Philippines . - - + + = 11.8 6.2 79 1037 ||) “Sl 8.9 8.1 
sci seman 
a Meet > are ae 0.2 0.2 0.1 0.1 0.1 0.2 0.1 
Indonesia “Sa 1.2 2.8 2.6 2.6 2.9 3.5 abil 
: pages tae 7 0.8 0.8 0.8 
Thailand i er i hya 0.5 0.9 0 
AL 
sia Malaya . . * 5.2 4.0 6.9 5.5 5.3 6.2 Sil 
UM AND PRODUCTS | 
“Sienererd z - 506 321 504 506 618 684 793 
Malsed. cus on ee g2 | 165 | 163 | 204 | 223 | 229 
i o 4 of cloth. 
a. Expressed in terms of oil epcoorerget ym rT under column for 1938 rs Ree pectin tar Hai Laie see sa iS are 
relate to averages for the peri — . x P a tovaquaresmeters 
b. a a British provinces and Indian States. mf eas Toho, Peleg fies Be ole ert ss Hong Kong. 
e 1 
d. 1935—1939. 
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EXTERNAL TRADE 
9. INDEX NUMBERS OF QUANTUM 


1948 = 100 
| | | 19 
| Biz a 
1938 1950 1951 1952 
Il IV I II 
BURMA (Oct 1947—Sep 1948= 100) | 
Imports: General. . .-. - -; 163 95 87 140 | 246 133 142 152 
Food MetCcu eee isl imac) chaos ¥e: ate 175t 79 87 132 104 108 75 98 
Textile & clothing . . .. =. - 164¢ 328 92 198 434 140 238 236 
Coal & petroleum products .. . 254t 153 238 221 350 300 276 179 
Mirth 5 5 pb «6 @ 6 » od 2 132t 88 168 94 80 97 95 215 
Machinery & miscellaneous . . . 106t 63 73 99 137 64 60 99 
Exports: General... =. . = ; 263f 42 96 98 84 93 78 130 
Food, etc. Mae ey Ot ee uk. es 260t 51 106 105 110 115 84 149 
Timber 2 =a) ete ee 172¢ 18 51 oe 37 22 27 32 
Cotton# a alee aus Go cumks 1704 61 80 131 24 109 207 289 
Mineralse@rtee 60%) 6 Meee oo eof ZBL 197 129 192 48 33 52 25 
CAMBODIA—LAOS— VIET-NAM2 
inveeey 6 a 6. 0 OF (0 lGm One loED 85 151 es 166 165 157 163 
Exports Sa Bicy GS) le coe 259 88 132 126 115 124 134 
CEYLON j 
tei o Gg of Oo Oo tt Gl emo 89 121 135 138 126 149 135 159 144 145 | 104 182 
ese 6 o 6 & O 8 =F 6 O 0 80 110 12 117 PAG | ayia! 116 117 123 | 129 | 110 | Is 
INDIA> (Apr 1948—Mar 1949=100) 
Imports: All commodities . .. . 106t 38 108 105 91 73 75 oF 90 94 | 92 84 
Eoodsdrnnicra stobaccon.s) a) anne ae 73 146 137 115 47 72 lll 77 98 83 45 
Raw materials & semi-manufactures . Bs 123 112 124 86 98 | 73 1 Oe 110 ee a ee 107 
Manufactures og ik. rts, et Pie a 79 92 84 84 74 78 83 87 | 86 85 $1 
Exports: All commodities . . . . Yass 115 114 106 118 1ll 108 39 106 | 102 | 96 12] 
Food, drink (& ‘tobacco. 79. 5 & ae 109 122 117 137 130 118 73 130 114 | 121% 8 ee 
| 
Raw materials & semi-manufactures . ors 103 114 101 105 102 110 30 62 65 58 | 63 
| | / 
Manufactures Rela ee Ae hi 122 lll 104 117 106 102 109 117 113 | 104 133 
| 
JAPAN | 
| | 
ImporteWee ys. ot ese et oe Beas ans 184 | 271 304 310 | 347 363 432 416 428 416 | 403 
EXDOrtSimee thee eee ee se act em a a wg 395 419 419 392 | 423 433 477 452 435 472 448 
MALAYA | 
Imports: All commodities . . . . 81 137 181 161 148 | 159 ; 189 
Food) drink? a: tobacco! . 4) 4 ss 109 120% | 156 144 130 | 142 142 
Raw materials & semi-manufactures . 83 147 172 118 113 127 127 
Manufactures Seo a Se esc 66 85 199 192 176 184 184 
Exports: All commodities . . . . 73 127 134 114 116 116 116 
Food, drink & tobacco , . . . . 162 122 172 146 141 136 136 
Raw materials & semi-manufactures . 60 115 124 97 96 99 99 
Manufactures era, wes, Sock Mie ee 95 173 161 160 180 171 171 
PHILIPPINES | | 
Imports saeco eae ae Meee ASR ne e 27a\ BG 79 88 | 65 71 86 76 92 71 65 
EXONS Gael ue eet uk ieee tien ue a | 157 146 163 180 172.) 1S6 163 174 176 205 171 15] 
a. With effect from first quarter 1952 figures relate to new series, b. Overland trade excluded. The index numbers for the eal 


endar year 
espectively. 


base 1950—100. 1948 are 93 and 100 in the case of imports and exports + 


10. INDEX NUMBERS OF UNIT VALUE AND TERMS OF TRADE 
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EXTERNAL TRADE 


1948 = 100 
| $+. 
1952 1953 
1938 | 1950 | 1951 | 1952 1 = 
nt IV I Il m | 1 | Aug | Sep 
. 2 | = 
Unit Value 
BURMA (Oct 1947—Sep 1948—100) 7 | | Thies canal 
ports: General . < 23% 114 84 78 69 | 63 67 5 
Food, etc. . : 26¢ | 142 | 127 192 }) Wai -), 12a.) tits 7 7. ‘ 
Textile & clothings . . 1st | 97 53 40 34 29 36 25 “ ie 
Coal & petroleum products 30t | 91 | 123 14g. 148 | laa |W) day | 3a - 
Minerals : aat | 77 | 114 107 | 113 | 103 93 | 113 ie 
Machinery & miscellaneous 42¢ | 123 | 116 19g |) 199 | Mid | 406 | 104 3 

Exports: General . 17¢ | 104 | 131 is9 | 157 | 175 | 182 | 175 161 | 201 
Food, ete. 1st | 108 | 117 15 15 ASO Wes Mh aes yy 
Timber a3t | 115 | 153 149° | 16a (|) 127.) So | 135 = 
Cotton . 2i¢ {111 | 199 126 1) GST Wh Use. 4) ie |) “109 
Minerals : S4¢ | 199 | 410 238 | 207 | 195 | 326 | 267 

CAMBODIA—LAOS—VIET-NAMa 
Imports 8 |122 | 140 125. 1) 18 | fey | 127 
Exports 11 | 147 | 182 118 | 106 | 408 |) 115 
CEYLON 

Siar Qe pecs Wises 23 98 | 116 ws | 197 '|, 128 |} 122 | we | 42 

Exports: All commodities 32 144 | 175 136 128 134 140 141 135 = 138 134 
Tea 37 | 127 =| 132 116 | 1s | 325-/ 127 | 195 | yeo< | arem) Migoen 109 
Rubber 56 | 222 | 367 255 | 223 | 208 | 226 | 226 | 217 | 212 | 295 | 203 
All coconut products 14 |144 | 169 105 93, | 106 | 122 | 197 (tes | Tove) yoqeeeies 
Other export products : 24 |124 | 165 134 | 189 | io’) 114 |. 120 4 11a 12 figem was 

INDIA> (Apr 1948—Mar 1949—100) 

Imports:. All commodities 28t | 104 | 128 peenueiey | eee | aS. ig ie To | 
Food, drink & tobacco . if: 104 | 118 isa) 169 4/140) S16 |} 127 4) 110 i 108 “ 
Raw materials & semi- -momufactures c Scie 113 154 139 140 140 138 124 25 123 132 120 
Manufactures ss 97__—*| 118 119), 415. | PLY 14S | 110" i) 103 OG Og maerios 

Exports: All commodities 24t |110 | 160 Wie} 4190) 2160) Aldys| 112.) 112, ris eee 
Food, drink & tobacco . x 127. | 149 141 i) 194") 135. 192° |) 150) PO ar aon ao 
Raw materials & semi-manufactures ; 114 151 138 136 137 128 137 145 139 146 149 
Manufactures 103 ‘| 169 124 | 105 98 91 92 92 91 94 92 

INDONESIA‘ 

Exports: All commodities 31 |177 | 265 540 | 489 | 490 482 | 443 | 399 400 | 399 | 402 
Estate produce 38 185 | 273 622 584 578 577 524 483 486 477 487 
Peasant produce 27 +(|171 | 219 4g7 | 427 | 482 $19 | 889 Wne S87 e888 i ls82 a) wate 
Forest produce 12 | 99 148 356 333 386 886 366 878 871 874 388 

JAPANA 
Imports 77 +| 110 98 94 91 88 83 83 82 84 84 
Exports go | 125 177 | 14 | 410 | 100 | 105 | 108.4 108 | gicommNeto7 
MALAYA 

Imports: All commodities 36 115 144 129 126 126 
Food, drink & tobacco . ; 23 +|100 | 110 124.) Yor 197 
Raw materials & semi-manufactures : 53 175 283 188 163 162 
Manufactures 41 |106 | 126 120 i}. lig } 118 é; 

Exports: All commodities 43 |173 | 258 188 | 175 | 169 
Food, drink & tobacco . : ; 24 120 141 157 171 163 
Raw materials & semi-manufactures , 52 214 330 Zi) 183 178 
Manufactures 32 {110 |155 1a7° e187 1) 188 

PAKISTANe (Apr 1948—Mar 1949 — 100) 
Exports gg ««| 119 88 72 67 64 60 62 61 62 62 
PHILIPPINES 
Imports ee iiser ||100 94 89 95 | 102 96 83 91 76 81 
Exports 125 | 77 84 66 61 74 78 77 76 73 77 79 
Me | eee ip ‘See 
Terms of Trade? 
: ore ia =a eo 
BURMA an i) Ge BY 219 | 229 | 278 | 273 | 301 294 | 381 e 
CAMBODIA—LAOS—VIET.NAM . 138 «|117_—-| 128 87 83 85 91 m 2 a cu 
CEYLON ee 141 (147,151 109 93 1 104  11B 4/216 | 112) | TIE Tiel 
INDIA get |106 125 102 93 93 93 94 ~ 99 | 102 - 
JAPAN . a 104 {113 198 1.120. 1.121. || 118 ;) 126° F190" PSL isdasieics 
MALAYA . 120 (151 (/179 tad | .198.. e134 . . fe ne Ee 
PHILIPPINES . 97 84 70 68 78 77 80 g0 | 101 


a. With effect from first quarter 1952 figures relate to new series, 


base 1950=100. 
pb. Overland trade excluded. 


ce. Weighted wholesale price index numbers of 18 export products at 
f.o.b. prices. Figures from April 1950 to February 1952 exclude 
the value of exchange certificates. The rise beginning February 


1952 is principally due to the change in 


the conversion rate of the 


d. 
@. 


rupiah from 3.80 (excluding the value of exchange certificates ) 


to 11.40 per dollar. 
In terms of dollars. 


Index of f.o.b. export prices. 
f. Ratio of unit value index of exp 


multiplied by 100. 


orts to unit value index of imports 
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EMPLOYMENT AND WAGES 


CEYLON 
Index of wages (1948=100) 
Tea and rubber estate workers 
(minimum wages) 3 100 102 119 145 | 146) 142 146 149 147 150 
Unskilled workers in pee | | 
ment employment . 100 100 106 115 1S | 113 115 116 116 116 
Index of real wages (1948100) 
Tea and rubber estate workers 
(minimum wages) . = e 100 100 112 130 132 132 131 135 131 130 
Unskilled workers in govern- 
ment employment 100 100 102 106 106 | 107 106 108 107 104 
| 
INDIA 
Employment® (1,000) | 
Factories under olarak Act 2,360 | 2,434 | 2,504 | 2,537 | 24468 — sn Me = 
Cotton mills 4A 735 677 714 741 758 753 732 743 be 
Coal mines? . 308 318 350 339 342 337 330 354 341 328 
Central government 
establishments 
Manual workers . 392 404 | 408 408 406 404 405 
Wages (Rs.) 
Monthly minimum wages in 
cotton mills (Bombay) 82.01 | 83.56 | 87.28 | 89.26] 89.42] 91.58] 91.90 | 95.63 
Weekly eamings of under- | 
ground coal miners and | 
loaders (Sharia) PAIS 230 RAO l267 ie loed , 13.16) 13.99 | 13.11 | 13.77 
JAPAN | | 
Employment® (1,000) | 
All industries ‘ 34,600 |36,060 |35,720 | 36,220 | 37,280 37,883 | 38,857 | 37,313 | 39,833 | 39,753 
Agriculture, forestry and hunt- | | 
ing 16,370 {18,080 {17,410 |16,170 | 16,370 | 16,930 | 16,967 | 14,313 | 18,233 | 18,207 
Industries “other ‘than agricul- 
ture, forestry and hunting 18,220 |17,990 |18,310 |20,050 | 20,920 | 20,953 | 21,893 | 23,003 | 21,603 | 21,543 
Mining . a 600 | 500 490 510 610 | 637 553} 610 | 623 | 657 | 
Manufacturing. 6,320 | 6,410 | 6,230 | 6,290 | 6,530 | 6,407 6,673 | 7,163 | 6,640 | 6,473 | 
Index of earnings (1948 = 100) 
Mining . é 100 143 166 212 263 298 236 | 295 281 302 | 
Manufacturing : 100 172 208 267 S15) 9 <326 360 313 333 361 | 
Index of real goo: (1948=100) | 
Mining . A 100 108 135 148 175 | 197 157 191 180 186 
Manufacturing 100 130 170 187 210 212 240 202 212 Vee 
Daily money wages of agricul 
tural labour, male (Y.) . é 185 236 201 209; 230 237 244 233 258 263 
KOREA 
Index of wages—Pusan Shen 
All industries - 203 396 993 ; 5,462 | 14,549 | 16,444 | 18,585 | 20,404 | 22,885 | 24,509 
MALAYA (Federation) 
Employment? (1,000) 461 479 | 462f| 499f|  sosf 
PHILIPPINES 
Index of employment See a 
Mining coe ; 100 120 143 150 147 150 146 142 144 
Manufacturing . 100 98 93 99 94 104 112 108 106 
Index of wages (1s48=100) 
Skilled : 100 102 102 96 97 97 98 99 99 39 
Unskilled . 100 104 91 99 105 | 106 106} 108 108 108 
Real daily wage rates P) 
Skilled 2.05 2.19 2.25 1.98 2.10 2.08 2.12 2.22 2.29 2.28 
Unskilled . 1.28 1.41 127 1.29 1.43 1.43 1.44 1.53 1.57 1.57 
VIET-NAM 
Daily wages—Saigon-Cholon oe 
Unskilled (male) . . .. | 15.408} 14.40£} 20.508) 22.80§ 22.808 25.50 
Skilled it .. | 22.008} 29.10f| 36.308] 41.208 41.20§ 47.80 
=all all aie Bi eee aS 
a. Figures relate to daily averages. d. Comprises number employed by Government, 
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EMPLOYMENT AND WAGES 


Average daily employment in all coal mines governed by the Indian 


Mines Act. 
End of month figures and their averages. 


Monthly figures are slightly short of total coverage. 


753 
310 


40,370 
| 19,220 


21,150 
640 
6,300 | 


296 | 
404 | 


184 | 
251 | 


278 


23,786 


| 39,310 


17,980 


21,330 


343 } 


349 


211 
214 


257 


24,627 


mines, factories and some miscellaneous est 
Average daily earnings in December. 

End of June. 

Average of first half only. 


Dea 


ablishments. 


214 
404 


39,580 


| 17,420 


| 22,150 
680 | 
6,300 | 


650 
6,820 


267 
331 


164 
203 


253 


25,113 


rtments, estates, 


12. INDEX NUMBERS OF WHOLESALE PRICES 
1948 = 100 


BURMA 


All agricultural produce . 
Cereals : 
Non-food agricultural produce 


CHINA (Taipei, Jan-Jun 1950—100) 


General index . 

Foods... « 

Clothing. . 

Fuel & light 

Metals & electrical materials 
Building materials . 


INDIA 


General index . 

Food articles ; 
Industrial raw materials : 
Semi-manufactured articles 
Manufactured goods 


INDONESIA (Djakarta, imported goods) 


All articles . 
Provisions . 
Textile goods 
Chemicals 
Metals 


JAPAN 


General index... 

Edible farm products . . 

Other foodstuffs & tobacco © products 
Textiles . ; 

Chemicals . 

Metal & products 

Building materials . 

Fuels . 


Producers’ goods . 
Consumers’ goods . 


KOREA (Pusan, 1947=100) 


General index . 
Food grains 

Textile raw materials . 
Textiles A 
Building materials . 
Fertilizers 


PHILIPPINES (Manila, 1949—100) 


General index . 
Food . ae" 
Crude materials 
Mineral fuels 
Chemicals . 
Manufactured goods 


THAILAND (Bangkok) 
General index . 


VIET-NAM (Saigon-Cholon, 1949=100) 


General index . 

Rice & paddy . . 
Other food products 

Fuel & mineral products . 


Raw materials. . 
Semi-finished products 
Manufactured products 


93 


100 
100 
100 
100 


100 
100 
100 


97 
89 
108 
100 
101 
119 


95 


133 
104 
205 


103 


114 
99 
155 


109 


132 
141 
127 
118 


152 
125 
99 


PRICES 
1i625..6 
=i) 7 —— 
I | iy jee Jul | Aug | Sep 
tale a ie 
Lig; Wee) ors) 104 ele ee 
103 99 86 91 96 
156 | 126 | 125 | 128 131 
gag/ | 221 | 292 | 240 | 251 |. 249 | 251 Womag 
175 | 178 ; 197 | 216 | 256 . 228 | 238 | 240 
aso | 372 | 374 | 959; 350 | 349 | 345 | 95e 
191 | 199 °| 203 | 214 | 218 | 218 | 218 |: 219 
269 | 256 | 260 | 261 | 254 ; 254! 254 | 255 
227 | 226 | 230 | 235 | 275 | 274 | 279 | 271 
| | : | 
| : | 
105 | 104 | 104 | 108 / 111; 111 | 112) 110 
99 95 97 | 102 | 108 | 109 | 109 | 107 
104%) 101] 102 |. 109.) 312 | 1198) Giaa/eania 
L119} EOS} Ato] 103..| 1157) TNSeh Cisaiaaanis 
108 | 110 | 108 | 108 | 108 | 108 1lo9 | 107 
! 1 
330 | 326 | 348 | 355 | 
364 | 366 | 391 , 410 
aya) 270%) 300, 291 
345 | 344 | 367 | 396 |° | | 
384 | 385 | 400 | 400 | | 
! 
279° | 969 | 2749) 27409 2785) B76g) po | 279 
oa4 | 9784) 302 |, 9075) ©3100 ) foiSeeneOre amcor 
rai} Ise; 179 / |! 174.) 1760) 174.1 176 Biuaize 
296 | 272 | 274 | 276 | 285 | 279 | 285 | 292 
254 | 256 | 257 | 255 | 242 | 248 | 239.) 240 
407 | 398 | 394 | 394 | 389 | 389 | 388 | 388 
270 | 284 | 291 | 306 | 339 | 324 | 946 | 9347 
mq" | 267°; 270 | 261% 2860) 283 | 255 | 259 
3134) dite) 313°) 314 | 317° | 3149) Siva. 31s 
230 | 223 | 232 | 232 | 236 | 235 | 235 | 238 
| { 
| | 7 | | 
5,924 | 5,409 | 5,908 | 5,858 | 6,070 | 6,250 | 6,089 | 5,870 
10,111 | 7,863 | 8,128 | 8,034 | 8,292 | 8,956 | 8.485 | 7,436 
2,641 | 2,986 | 3,682 | 3,311 | 3.641 | 3,974 | 3,488 | 4,062 
2,070 | 2,280 | 2,656 | 2,433 | 2,858 | 2,563 | 2,751 | 3,259 
"3.836 | 4.917 | 6,049 | 7,499 | 7.363 | 7,058 | 7.255 | 7.777 
8.449 | 8,449 | 8.449 | 8,449 | 8,448 | 8,449 | 8,449 | 8,447 
98 } 101 | 101 98 97 97 97 97 
96 93 91 88 90 90 90 89 
83 | 104 | 119 | 110 | 104 | 105 ; 103 | 106 
Hd) igs) 42 | 108»). tO 107 se 907 wer 
109"). loge) Ti2°| 110 | 105°) 06 1, 105 i085 
116 | 22.) {17 | 115 | 21a |) 113 (eet ey 
log | 111 | 104 | 103 | 104 | 102 | 104 | 104 
194 | 137°} iol | 142 | 168 | ‘Sean) P72 sali 
162 | 171 | 148 | 149 | 167 | 162 | 172 , 168 
129 | 130 | 136 | 149 | 188 | 173 | 199 | 1898 
119 | 118 | 116 | 129 | 161 | 158 | 158 | 168 
| 
199 | 144 | 147 | 159 | 186 | 180 | 188 , 190 
12ie|- 1265) 117 | 128 | “tes | 163., 65 giusie? 
93 93 91 | 108 | 130 | 127 | 1257 133 
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PRICES 13. INDEX NUMBERS OF COST OF LIVING 
1948 = 100 
1952 1953 
———__—- —_—__ aT nn 
1949 1950 1951 1952 H [eee 
Ill IV I II Il Jul | Aug ep 
BURMA (Rangoon) 
All items 1350) UIA Nate 107+) “Algal toeas got 2105.) “1o7"} Beg) TOF AL 
Food . 142 | 120 | 120 TESS) PIG5y| Vids 8 oz, 212+] 116° | 118) Aes 
CAMBODIA (Phnom-Penh) 
Aleiarna 138 | 155 | 163 182 | 186 | 189 
roca 133 | 150 | 154 181 | 187 | 193 | 
CEYLON (Colombo) | 
All items 99 | 105 | 109 108 | 107 | 109] 108 | 109 | 118 | 111) 114) Tie 
Food . 104° 112) 112 116") TAG7p eee tis) f2 4) 15. |, 122 |) AIS LS Bee 123 
CHINA (Taipei, Jan-Jun 1950—100) 
All items ML ees egies 106 139 179 183; 180 198 207 DIS nae 992% 226 
Food . 100 146 139 150 142 154 180 192) 188] 191 198 
HONG KONG 
All items 112 117 128 129 132 127 25 12.7 135.4, 1304 135 | 140 
Food . 119 127 136 136 143 135 134 136 152 142 15zZ i6l 
| 
INDIA | 
All-India (Interim index) 
All items 103 103 107 107 107 106 105 109 113 113 113 112 
j 
Bombay 
All items 101 103 109 ill 111 114 116 120 123 123 124 122 
Food . 105 109 115 118 119 124 126 132 135 135 136 133 
Delhi 
All items 100 100 108 108 109 108 103 105 108 ; 108 | 109 110 
Food . 101 101 112 1ll 113 TE 105 108 114 111 114 | 117 
INDONESIA (Djakarta) 
Food . f 97 113 189 199 189 194 205 212 214 218 215 208 
JAPAN (Urban, 1951100) | 
PAIS itOMS emcee ee Ms) acy eke 92 86 100 105 106 105 108 110 113 112 114 114 
Food . 97 87 100 104 105 103 106 107 112 LibG 113 112 
KOREA (Pusan) 
All items Acme opeatet ast is) 16s oe 123 281 1,397 3,446 4,218 3,839 4,630 4,436 S117 5,073 | 5,164 5,114 
Food . 131 302 1,519 4,489 | 5,794 | 4,881 5,593 | 5,463 | 6,438 | 6,425 | 6,504 6,386 
LAOS (Vientiane, Dec 1948—100) | 
All items 106)" /167"|" 118 140 | 150 | 154] 155 | 171 | 208} 213! 202] 219 
Food . 103 100° 103 138 182 158 159 183 233 243 225 230 
MALAYA (Federation) 
All items: 
Chinese 94 101 133 138 136 135 134 134 133 sz 133 134 
Incicne en 94 99 | 132 136 | 134 | 193 | 183 | 192) 131 | 130] 132] 13] 
Malay (Jan 1949—=100) 98 108 136 138 136 135 134 134 134 132 134 136 
PAKISTAN (Apr 1948—Mar 1949=100) 
Karachi 
All items 98st 95 99 101 101 104 lll 112 ite Lig 
Food 93 99 l 112 113 
; i 03 104 105 lll 111 lll 110 lll 112 
Narayanganj 
All items 1034 98 102 110 114 115 103 106 118 113 
118 124 
Food . ae 97 101 Liz 118 119 102 105 119 113 118 126 
PHILIPPINES (Manila) 
All items 
Food . 
THAILAND (Bangkok) 
All items 
Food . 
VIET-NAM (Saigon, 1949=100) 
All items 
Food . 


14. WHOLESALE PRICE QUOTATIONS OF SELECTED COMMODITIES 


Monthly averages or calendar months 


| | 


ee See eee eee 


RICE 
Burma (Rangoon) . 
China (Taipei) . 
India (Calcutta) 
Indonesia (Djakarta) . 
Japan 


Korea®@ (Seoul é & Pusan) 


Pakistan (Dacca) . 

Thailand (Bangkok) 

Viet-Nam (Saigon) 
WHEAT 

India (Hapur) . 


Korea® (Seoul & Pusan) 


Pakistan 


SUGAR 
China (Taipei) . 
India (Kanpur) . 
Indonesia (Djakarta) . 


Korea® (Seoul & Pusan) : 


Pakistan (Karachi) 
Philippines (Manila) . 
Thailand (Bangkok) 


PEPPER 


Cambodia (Phnom-Penh) . 


Malaya (Singapore) 


TEA 
Ceylon (Colombo) 
China (Taipei) . 
India (Calcutta) 
Indonesia (Djakarta) . 
U.K. : : 
USA. (New York) 


TOBACCO 
China (Taipei) . 
India (Calcutta) 
Pakistan (Dacca) . 
Philippines (Manila) . 


VEGETABLE OIL 
Ceylon (Colombo) 
China (Taipei) . 
India (Bombay) . . 
Indonesia (Djakarta) . 
Malaya (Singapore) 
Pakistan (Chittagong) 
Philippines (Manila) . 


COPRA 
Ceylon (Colombo) 
India (Cochin). . 
Indonesia (Makassar) 
Malaya (Singapore) 
Philippines (Manila) . 
Thailand agree 
U.S.A. 


COTTON, RAW 
China (Taipei) . 
India (Calcutta) 


Korea’ (Seoul & Pusan) 


Pakistan oe 
UK. SORES 


JUTE, RAW 
India (Calcutta) 


Pakistan : agape : 


U.K. (Daisee) , 
U.S.A. (New York) 


HEMP, RAW 
Philippines (Manila) . 


Currency 
Unit 
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Price per ton 


aaa 
| 1953 
1948 | 1950 | 1951 1952 ——— 
| I fe anni Jul; Aug! Sep 
| | | 
| a i. ee} +_— 
.. | 284] 266 285 | 278| 268| 296 bt 
.. | 1,247 | 1,285 | 2,040 2,670} 3,824 | 3,449 3,504 15 
436 432 | 432 443 | 449|/ 449 449, © re re 
, / 449! 449! 449 
870 | 1,028 | 2,283 | 2,646° ..| 2,308} 2,190 | 2,180/ 2,140: 2,250 
24.9 | 41.0 | 48.2 | 46.1 S19 eh 51.9] 51.5) “SGieweeta iat. 
1ati— 31°) 19.5 70.4 | 76.3| 77.6| 83.3| 89.2! 85.2! 75.5 
917 475 | 623 690 | 588! 668; 650i 670; 633! 646 
-. | 959 | 985 | 1,107] ' 9761 1,074] 1,079; 1,083: 1,106! 1,047 
2,100 | 2,200 | 2,322 | 3,630 _ 3,807! 3,760 | 4,283 | 4,150) 4,400 / 4,300 
S66 410 | 412 | 415 475! 436, 437| 442] 450| 420 
0.7 2.5*| 13.0°| 36.7 44.8) 40.4! 31.1 | 34.4 | 314 | 27.4 
320 270 | 289 305 | S10— oie g6gt _, a ete 
i | | 
.. | 1,382 | 3,462 | 2,806 | | 2.956) 2,719 | 2,576 | 2,717| 2,646, 2,364 
990 | 773 | 9822 815 | 729| 761| 978° 7761 780| 776 
2,290 2,906 ; 2,945 | 2,864 | 2,830) 2,840 | 2,853, 2,850] 2,880 | 2,830 
4.1  10.8°| 65.4"; 141.4 | 165.31 176.4; 117.6: 133.3 113.2 | 106.3 
925 ' 1,000 | 1,067 | 1,206 1,206 | 1,206; 1,206; 1,206] 1,206! 1,206 
291 | 269 | 257 253 247; 252] 2461 249] 246| 245 
4,608* | 5,330 | 6,015 | 5,192* 5,300°| 5,435 | 5,752 | 5,608] 5,880] 5,768 
| 
34.8 | 137.3 | 147.6 | 115.6 115. a| 129.34) 149.8% ..! 1498]  .. 
$2 | 152 | 161 10.3 | \ 944 6.6.) 27.7 eae ORmEnG. 1 
3,594 , 4,453 | 4,056 | 3,660 4,145 3,836 3,836 | 3,814 sis 3,858 
.. | 7,431 {10,193 | 12,438 | 18,518 | 16,667 | 16,667 | 16,667 | 16,667 | 16,667 
3,593" 3,946"! 3,814"! 2,315" | 2,623! 3,858¢ 3.880 | 3,858) 3.880/ 3,924 
2,200 | 5,521 ; 6,557 | 7,146 | 8,400! 9,403 | 10,067 | 9,870| 9,820 | 10,510 
1,190 | 961 | 1,014 988 941/ 1,056 1,027, 1,060' 1,010; 1,010 
1,290 1,146 | 1,096 917 838 | 963 , 1,030 | 1014 | 1,014 | 1,058 
9,197 14,597 | 21,908 | 21,000 | 22,000 20,889 | 21,334 | 20,000 21,334 
| .. |2,700§ |5,540" | 2,405" 2,258 | 2,293 2,953! 2,774] 2,976 | 3,110 
| 2,551 | 2,550°| 4,131 | 2,703 2,367; 2,370 | 3,036 | 2,445} 3,028! 3,634 
816 1,551 | 905 532 446, 470/ 605| 502} 589) 725 
1,006 1,390 | 1,598 963 1,260; 1,281! 1,170; 1,129] 1,145} 1,236 
.. | 5,354 | 6,416 | 7,779 8,907 | 9,142) 8,111} 8,315| 8,.278| 7,741 
1,479 | 1,961 | 1,963 | 1,364 1,563! 1,894| .. | 2,172] 2,130 | 2,156 
| 1,221 | 1,695 | 2,290 | 2,201 | 3,240 | 2,049 | 1,748 | 1,952 ra 1,590 
1,142 | 1,090 | 1,299 792 1,018; 998; 893! 863} 895| 922 
| 2,649 | 3,267 | 3,003 | 2,277 1,992] 2,184 | 2,703 | 2,573] 2,690 | 2,847 
| gso | 676 |; 700 460 740| 710! 600} 610) 580} 610 
| | 
531 | 826 | 963 615 792| 797| 770| 757| 7551 797 
986 | 1,486 | 1,561 | 1,086 1,208 | 1,202 | 1,193 | 1,191] 1,186 | 1,202 
390 | 1,194 | 1,400 | 1,000 1,267| 1,633 | 1,333 1,450] 1,300 | 1,250 
635 650 | 726 481 667| 627| 565| 562 549 583 
515:|  360°| 362 246 | 414) 9521-9205 —“S1sti= Ss} 
2,730 ' 3,292 | 3,795 | 2,879 | ' 3,470| 3,418, 2,810 | 2,623; 2,799 | 3,009 
308 | 223 | 229 168 265| 224! 209, 212) 207] 207 
| | 
.. | 9,639 |28,380 | 36,111 | 36,667 | 35,926 33,951 | 34,630 | 33,333 | 33,889 
1,828" | 1,429* | 1,788 | 1,482 | 1.405 | 1,548 | 1,566 | 1,501| 1,600 | 1,596 
6.3 | 16.7*| 342°| 61.3 95.7| 106.4 117.0) 108.3| 108.3 | 112.7 
1,879 | 2,218*| 3,023 | 2,318 1,494 1,537} 1,543 | 1,651} 1,517 | 1,460 
‘785 | 917 | 1,175 977 778| 787| $22) 829} 825| 813 
820 
1,078 | 1,107 | 1,826 | 1,013 710 | 787; 853} 847| 893 
958 | 675 | 1,140 612" 452| 526} 613 | se B63 583 
396 | 315 | 485 305 233| 266| 274 
408 | 342 | 509 325 695| 637| 556) S88 532| 548 
| 
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PRICES 14. WHOLESALE PRICE QUOTATIONS OF SELECTED COMMODITIES (Contd) 


Monthly averages or calendar months 


Price per ton 


COIR 


Ceylon. . 148 268 332 233 175 189 189 205 193 183 ae 
India (Cochin) . .. | 1,624§] 1,637 955 846 826 787 795 822 805 

WOOL, RAW 
India (Kalimpong) 1,967 | 3,992 | 4,440 2,910| 3,051| 3,691] 3,411| 3,431] 3,715| 3.657) 3 = ae 
Pakistan (Karachi) 3,137¢| 7,125>| 4,758*| 3.4757 3,651| 3,925) 4,391] 4345| 4,573| 4.450} 4.5 ; 

| 

SILK, RAW = aa 
riciccs Mcldc)eeeneniey-menei nes OU 53 84 66 39 41 40 47 54 59 63 lees 
Japan (lokvo)i a). 5. (7000 1,556 | 2,579 | 3,761 3,788| 3,969| 4,033] 4,027] 3,933| 4,033 | 4,033 4,033 me 
Korea® (Seoul & Pusan). . | 000 71 157" 613° 1,384] 1,532] 1,724] 2,222] 2,186} 2,210} 2,133 2,147 ‘ 


HIDES 
China (Taipei) . 
India (Calcutta) 


Rs 
Rs 
Rs 
Rs 
Rs 
% 
H 
NT$ .. | 5.274 | 6,762 | 11,302] 13,333| 12,154] 11,266) 9,374| 8,673] 9,130 | 8,222) 8,667 
Rs 2,158 | 2,002 | 3,729 2,251| 2,260] 2,260! 2,088] 1,874! 1,874°| 1,874| 1,874 +: 
Pakistan (Karachi) Rs 1,860 | 2,543 | 2,976 1,896] 1,732] 1,732 1,842| 1,653| 1,667) 1,653) 1,653 | 1,693 
Thailand (Bangkok) aye Baht | 8,219 |12,815 |16,156 5,801] 4,567] 4,472] 5,347] 5,778| 6,384] 6,593/| 6,308 6,250 
U.S.A. (Chicago) . . . .. US $ 606 564 692 326 360 364 284 324] 366 348 375 375 
Rs 
Rp 
M$ 
Baht 
Pr 
£ 
US $ 
NT $ 
Rs 
H 
Pr 


RUBBER, NATURAL 
Ceylon (Colombo) 
Indonesia (Djakarta) . 
Malaya (Singapore) 
Thailand (Bangkok) 
VietNam (Saigon) 
U.K. (London) . . 
U.S.A. (New York) 


COAL 
China (Taipei) . 
India (Calcutta) 


1,367 | 3,417 | 4,740 3,042] 2,674] 2,712] 2,976] 3,005| 2,998] 2,998| 2,998 | 2,998 
1,020} 5,958 | 9,300 6,682) 6,027| 6,337] 5,790] 5,187| 4,960] 4,920| 4,940 | 5,020 
929 | 2,385 | 3,730 2,118] 1,842] 1,829] 1,734] 1,526} 1,423] 1,436, 1,420} 1,413 
6,531 |12,155 |19,351 | 10,317] 8,067) 7,688] 7,453] 6,728| 6,666] 6,658) 6,645 | 6,695 
7,150 |15,230 |24,100 | 14,620] 12,200] 13,000] 13,833 | 14,877 | 17,333 | 16,500 | 18,000 | 17,500 
119 306 467 260 228 222 210 189 | 175 176 | 175 | 173 
485 906 | 1,302 850 642 644 614 548 516 521/ 516 509 


oe 137 214 361 333 333 333 333 333 333 | ~ 333 333 
16 16 }- 15 16 16 16 16 16 16 16 | 16 16 


Korea@ (Seoul) 36 40° 660* 959 917 1,220 1,373 | 1,387 1,260 1,260 1,260 1,260 

Viet-Nam (Saigon) 347 583 587 681 714 714 714 714 812 734 734 967 
TIN | 

Malaya (Singapore) . . .{| 000 M$ 4,46 6.07 8.71 7.94 7.97 7.98 7.81 6.08 9.04 5.07 4.95 5.10 

Thailand (Bangkok) . . . Baht | 29,440 |31,480 |52,040 44,330| 41,670 | 47,330 | 47,330 | 42,830 | 36,110 | 38,240 , 35,080 | 35,000 

Wike(ondon) Wamarms, nee £ 543 733 | 1,060 949 944 942 942 718 993 589 583 602 

U.S.A. (New York) . . . US $| 2,188 | 2,107 | 2,829 2,675) 2,675} 2,674) 2,677 | 2,142 1,797 1,800 | 1,779 1,814 
PIG IRON | | 

India (Calcutta) ae 8 Rs. Nall 105 116 136 141 141 141 141 141 14] | 141 141 

Japan (Tokyo). .; are Y. 4,354 |13,134* |27,490 29,547| 29,467 | 28,200 | 26,667} 26,311 | 25,610 | 25,830 | 25,500 | 25,500 

Korea (Seoul & Pusan) ee OOO ME 0.1 0:55 2.4% 3.4 3.1 4S 6.7 8.3 7.0 8.0 | 7a 5.8 
CEMENT 

China (Taipei). . . . NT $ ce 785] a9 501; 407| 393] 432] 465} 586] 590, 608] seo 

Indice (Cclcutia)e Rs. 84 81 89 at 92 89 84 82 82 82 | 82 82 

Japan (Tokyo). . a Ye 2,794 | 5,006 | 7,760 8,800] 8,800] 8,800} 8,800] 8,800| 8,800 8,800 | 8,800 8,800 

Korea@ (Seoul & Pusan) ies H. 218 465™ | 2,720" 4,388} 4,460 | 5,800 7,294 | 8,826 | 6,934 6,400 6,400 8,000 

Pakistan (Karachi) . . . Rs. a 94 94 94 94 94° 94 94 94 94 94 94 

Viet-Nam (Saigon) .. . Pr, 746 986 | 1,035 1,104) L2IG} BE) CAiGs 130) 1,487 1,412] 1,412 1,487 
COTTON YARN 

Chincy(cipel) tase jee. NT $ oe (84,827 - 126,777 23,148} 23,148 | 23,148 | 23,702} 23,997 | 23,924 | 23,873 | 23.854 

es , af ‘ ‘ ‘ ‘ od ° ‘ ’ 24,04 

India (Bombay)ay. <a. - Rs. 3,790 | 3,613 | 4,176* 4,041] 3,880} 3,741] 3,810) 3,845} 3,909 3,873 | 3,946] 3 re 

Japan (Tokyo) ee ee x, || OOO Ye 87 373 662 514 $49 430 430 473 550 $16 $40 593 

Viet-Nam (Saigon) . . .| 000 Pr. 50° 51 65 52 47 49 45 52 62 60 61 65 
COTTON FABRICS 

India (Calcutta) . . < Rs. 4,123 | 3,641 | 4,233 4,145| 4,056} 4,034} 4,034; 4,034] 4,321 4,145 

‘ ’ ’ ‘ ‘ ‘ ’ Al ? ’ 4,40 

Japan (Tokyo, per metre) ; ve me 79 106 69 74 61 65 66 66 66 | a ee 
JUTE BAGS (per hundred) 

India (Calcutta) . . . Rs, 133 | 156 | 229 139] 106] 104 93 96 98 99 

Pakistan (Karachi) . . . Rs. 151 196 215 156 116 121 85° 146 134 139 | ise ms 
JUTE HESSIAN 

India (Calcutta) . . . Rs. | 1,811 | 1,904 | 2,741 | 1,8784 1,6454 1,702| 1,486) 1.485| 1,490] 1,5 

' ' ; : ‘ ; : ' ' 993 
UK. (Dundee). . . US$| 658 | 559 | 909 | 642| 516] 493] 512| 533 i | en 
U.S.A. (New York) . . . US $ 660 776 1,055 558 463 474 433 433 444 453 466 413 


GENERAL NOTE: For details regarding specification and market 


y ec. Average of two months. 
centre see Revised Explanatory Notes to table 18 on page 100, d. Apr. 
Vol. III, No. 3. e. Mar 
a. As from the second quarter of 1951, figures relate to Pusan. f. Sept. 
b. Dec. g. Aug. 
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15. CURRENCY AND BANKING MINANCE 


1952 WS) bye! 
1s48 | 1949) 1950| 1951| 1952 tay an ars * a r one 
L Se Ill IV I II Ill Jul Aug Sep 
ee so za Te te ae 
BURMA (Mn. K.) i l ig 
Money supply . . 505 601 552 607 641 64 
A ee 6 641 849 936 868 926 902 874 
Se no ean pears ee aa 358 398 413 418 413 609 586 537 574 564 43 
“ 98 194 
i ree agate ge Bee 210 228 228 228 240 351 331 352 338 331 
counted (commercial banks) . 68 58 130 159 151 135 151 187 13 
0 130 123 118 130 
Bank clearings . . 151 128 138 151 181 198 167 
Foreign assets of the Union Bank cy ee or 24 ae ae 
of Burma® , 358 505 556 748 940 870 92 1 
Rates of interest (% per annum) ; Se oe Marea Mic pee 
Callmoney rate. . . = “fe r 1.04 1.64 1.50 125 2,00 1 
Yield of long term government ; _ coed ri a 
bonds... « oe <= 3.00*| 3.00 3.00 3.00 3.00 3.00 3.00 
“erg government debtb held | , oe gi ae a 
iy 
Union Bank of Burma . .. 16 18 20 22 16 16 16 18 6 6 6 6 6 
Commercial banks . 8 19 27 $1 25 34 25 31 52 71 68 72 71 
Government deposits and cash 
in hand 
Central government deposits 
with the Union Bank of 
Burma . . 2 — 57 77 50 92 50 TH 81 
Cash in Government Treasury 15 7 5 5 3 3 3 4 4 ; , a: y 
CAMBODIA, LAOS AND VIET-NAM_ | 
(1,000 Mn Pr.) 
Money supply... r ae an sa eo L092 SLO ZZ ROLO2. TLS edi.2o8) L564) ell Slee aaa ese 
Currency: in circulation os oar al - Re a Ae 7.67 7.49 7.67 8.20 8.13 8.55 8.43 8.43 8.55 


Deposit money 
(commercial banks only)¢ | 
Loans and advances (commercial | 


banks) ‘ : 1.01 1.10 1.01 V22 1.49 1.48 1.64 1.47 1.48 
Foreign assets of l'Institut 
d’emission 0.68 0.51 0.68 0.88 0.91 0.89 0.72 0.97 0.89 


Rate of interest (% per annum) 
Treasury bill rate , 
States treasury bills outstanding4 


CEYLON (Mn Pr.) 

Money supply. . . 
Currency: net active 
Deposit money . 

Loans, advances and bills ‘dis- 
counted (commercial ane 

Bank clearings . 

Foreign assets 
Central Bank of — 
Governmenté . : 
Commercial banks . 

Rates of interest (% per annum) 
Call money rate . Peels 
Treasury bill ratef 
Yield of long term government 

bonds? . . 

Internal government debt held by 
Central Bank of Ceylon 
Commercial banks . 

Government deposits and cash in 


1e4 | 204 | 271 | 235 | 302) 294! 302 | 291 | 284) 283] 286 | 277| 283 


> 
top) 
OQ 
or 
I 
on 
ow 
oO 
ou 
lop] 
ao 
co 
: ee we bs . : 
oO 
= 
> 
fep} 
~ 
cS 
oO 
_ 
oa 
Lop) 
~ 
bP 
co 
rss 
ao 
oO 
wo 
oO 
bp 
cS 
wo 
Do 
o 
ao 
oO 
Do 


hand 
Government deposits with the | 
Bank of Ceylon . . ae pa Wy 31 6 6 6 a _ —_ — — = 
Currency held by government 4 4 6 6 5 4 5 3 4 4 5 6 4 
CHINA (Taiwan only) (Mn NT$) 

Money supply . . a er re 304 690 790 1,128 921 1,129 1,021 Zr da38 Dave LLSO eel Zoo 
Currency outstanding a ee ee 198 288 473 705 563 705 662 724 768 723 748 768 
Deposit money . Poi |i 20s 402 317 424 358 424 360 403 471 488 442 471 

Loans, advances and bills dis. | | 

unted (banks other than the 
Bank of wt ts ree aie Ae 43 84 138 342 354 342 497 476 520 451 $11 520 


Bank clearings . 83* 138 418 862 850 | 1,082 | 1,462 | 2,087 | 1,813 | 1,774 | 2,085 | 1,581 


Rate of interest (Yo per annum) 


Call money rate . Pe | 20:99.) 16:42 | 10.80 | 10.80 | 10.80 | 10.80 | 10.80 | 10.80 7.20 7.20 7.20 7.20 
t hi ld b the 
Deed cca " ‘ Y ¢ 76 349 626 776 720 | 776 896 930 | 1,130 | 1,018 | 1,074 } 1,130 


Meeks ees eee bes a a ne 
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HONG KONG (Mn HK$) 


Money supply . . 
Currency outstanding 
(notes only) 
Bank clearings . 


INDIA (1,000 Mn Rs.) 


Money supply. eee ra0Lae 
Currency: net active . . . 12.92 
Deposit money . 7.36 

Advances and bills discountedi 
(scheduled banks) . . . . 4.42 

Bank clearings. . 5.995 

Gold and foreign assets of the 
Reserve Bank of India. . 10.67 

Rates of interest (Yo per annum) 

Call money . . 0.50 
Yield of long term government 
bondsj 

Internal government debt held by 
Reserve Bank of Indiak . . 4.38 
Scheduled banks ... . 4,26 
Non-scheduled banks . . 0.11 

Government deposits held by the 
Reserve Bank of India. . . 2.14 

INDONESIA (Mn Rp.) 

Money supply Sees) ie - + |3,008 
Currency: in circulation a: 1,643 
Deposit money . 1,365 

Loans, advances and bills dis- 
counted (all banks)! . . 266 

Gold and foreign assets of the 
Java Bank™ . . 547 


Advances to government by” the 
Java Bankm . . ; 

Government deposits with ‘the 
Java Bank 


JAPAN (1000 Mn Y.) 


Money supply wanes ae 696 
Currency: in circulation syns 338 
Deposit money . 357 


Loans, advances and bills "dis- 

counted (all banks other than 

the Bank of Japan). .. . 385 
Bank clearings. . a ae 236 
Gold and Foreign assets 

Bank of Japan 

Government 

Other banks . 
Rates of interest (% per annum) 

Call money rate (Tokyo) 

Yield of long term government 


bonds" . 
Internal Government debt held i by 
Bank of JapanP . . 331 
All other banks. . 80 
Government deposits with "the 
Bonkeone|cpcnweane oa 14 


KOREA (South, 1000 Mn H) 


Money. ssupply ee. ne | ae 0.53 
Currency: net active . . . 0.41 
Deposit money 0.12 

Loans, advances and bills ‘dis- 
counted (all banks other than 
the Bank of Korea). . . . 0.43 

Banlclearngs..) 28.4 hy) Oa 

Gold and foreign assets 
Bank of Korea 
Government?. . 

Internal government debt held by 
Bank of KoreaP . ; 


All other banks . 


Treasury peeen with the Bank * 
of Korea 4 twat 0.11 


802 
1,244 
19.36 | 18.76 17.78 | 17.90 | 17.78 
12.67 | 12.35 11.86 | 11.86 | 11.86 
6.68 | 6.41 5.92 | 6.04 | 5.92 
4.45 | 5.54 4.85 | 4.88 | 4.85 
5.25 | 6.56 5.71 | 5.45 | 5.24 
8.74 | 8.21 746 | 7.30 | 7.46 
0.58 | 1.01 2.02 | 1.71 | 1.38 
3.11 | 3.39 3.69 | 3.74 | 3.64 
5.40 | 5.77 5.53 | 5.53 | 5.53 
3.57 | 3.06 3.23 | 3.08 | 3.23 
0.10 | 0.09 0.21 | 0.16 | 0.21 
1.64 | 2.10 1.75 | 142) 175 
| 
4,392 |5,132 | 6,719 | 5,787 | 6,719 
2,582 | 3,328 | 4,349 | 3,819 | 4,349 
1,810 | 1,804 | 2,370 | 1,968 | 2,370 
682 |2,152 | 2,445 | 2,386 | 2,445 
1,349 | 1,939 1,790 | 2,370 | 1,790 
| 
2,761 | 1,317 | 4,555 | 3,291 | 4,555 
496 | 496 496 
966 | 1,266 1,636 | 1,389 | 1,636 
409 | 492 554 | 426 | 554 
557 | 774 | 1,082 | 963 | 1,082 
997 | 1,526 | 2,022 | 1,851 | 2,022 
808 | 1,232 | 1,624 | 1,661 | 2,096 
| j 
Y ee 18 18 
204 | 334 278 | 408 | 379 
2 1 23 10 23 
6.40 | 7.12 8.05 | 8.09 | 8.15 
5.50 5.50 | 5.50 | 5.50 
200 | 166 324 | 144 | $824 
37 | - 38 39 35 39 
48 32 92 | 84 
2.52 | 6.49 12.13 | 9.48 | 12.13 
2.23 | 5.39 9.74 | 7.40 | 9.74 
0.29 | 1.10 2.39 | 2.08 | 2.39 
0.46W | 1.93 5.78 | 4.43 | 5.78 
0.41 | 240 | 13.69 | 15.34 | 23.08 
2.34 4.79 | 3.389 | 4.78 
1.79 2.64 | 1.19 | 2.64 
3.00 213..| LS8s) a3 
0.07 0.16 | 0.14 | 0.16 
1.86 6.01 | 5.35 | 6.01 


15. CURRENCY AND BANKING (Cont'd) 


gol | 803 | 801 
1,033 | 933 | 1,014 
18.36 | 17.68 | 18.18 
12.33 | 11.68 | 11.92 
6.03 | 6.00 | 6.26 
5.10 | 4.60 | 4.90 
560 | 5.28 | 5.72 
| 7.53 | 7.39 | 7.44 
| 262 | 146 | 1.38 
3.64 | 3.65 | 3.64 
5.44 | 5.08 | 5. 
3.14 | 3.34 | 3.16 
ish 0.19 
| 1.30 | 1.37 | 1.08 
| | 
| 7,204 | 7,467 | 7,218 
| 5,021 | 5,084 | 4,977 
| 2,184 | 2,383 | 2,242 
| 2.540 | 2,487 | 2,540 
| | 
3,232 | 2,529 | 2,835 
| 3,678 | 4,716 | 3,996 
495 | 495 | 495 
| | 
| | | 
| 1.475 | 1,589 | 1,483 
| 484 | 487 | 483 
| 991 | 1,102 | 1,000 
| | 
2,257 | 2,417 | 2,298 
1,913 | 1,944 | 1,901 
| | 
18 18 18 
312 | 321 312 
38 4A 39 
8.15 | 7.67 | 7.87 
5.50 | 6.71 _ 
184 | 176 179 
36 | 38 36 
116 129 118 
15.10 | 21.34 | 15.93 
12.28 | 17.31 | 12.97 
2.82 | 4.04 | 296 
9.96 | 12.28 | 10,58 
17.97 | 21.19 | 19.49 
6.24 6.12 | 6.21 
1.28 | 108 | 1.54 
5.77 | 10.87 | 7.54 
0.36 | 0.46 | 9.49 
11.41 | 14.04 | 12.59 
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ee ee ees 
~ a FINANCE 
fare Ue UY oper Es} 
1949 1950 1951 OS 
ES Es Re ee ee IV I Il Il Jul | Aug | Sep 
| 
eas (Mn M$) PY yl 1 = L ic 
oney supply. . . . . 899 887 | 1,4 
Currency notes: net activer 302 311 Se oe oF sree | aneegl eee! » | 1451 
Deposit money .-. . . . 598 576 887 | 1,07 : ay 830 622 613 620 a ‘620 
a eo advances of commer- wa ae3 a6 989 961 887 831 883 861 831 
ial ebonkaenas a women er 
Debits to current deposit accounts sis es Pah aa ae 87 404 489 454 473 469 474 
Federati - oa 4,167 3,396 | 3,365 | 3,257 | 3,204 itt 
“iateaiage treasury bills held by : 20 2,902 | 2,850 | 3,125 | 2,693 | 2,731 
PAKISTAN aie a eee 30 7 23 26 14 | 4 14 14 12 ll 12 12 ll 
oney supply <=. . . 
ee (A ee pres aus 2,964 | 3,755 3,220 | 3,196 | 3,220 | 3,336 | 3,887 | 3,382 | 3,388 | 3,415 | 3 
ae pao | ee eae 2.487 | 2,151 | 2,037 | 2,151 | 2,258 | 2.239 2172 | 2168 | 2178 | 2172 
Mee is tine ig 288 1,089 | 1,159 | 1,067 | 1,078 | 1,149 | 1,210 | 1,220 | 1.239 | 1210 
- piso et eat ona se he He 919 792 757 792 752 656 640 656 653 640 
Gold iid Tirelnd rseate od 9h6 551 $43 910 512 $55 491 $17 590 435 527 
tate Bank of Pakistan¥ 1,629 | 1,42 
isibs “cl thtarent\(%" per enna) 424 | 1,188 | 1,627 933 992 933 928 931 935 934 934 935 
Call money rate ... . 0.45 
Yield ee ee. | : 0.99 0.94 2.09 1.96 2.46 2.33 0.75 0.25 0.25 0.25 0.25 
ondsv 
j SON Sons Ot 2.96* 
Internal pans x ae 96 2.98 2.98 2.97 2.99 3.00 3.01 3.10 3.06 3.10 3.14 
e State Bank of Pakistan | 176 | 370 
cecaaktTdaccatia with ha | 857 864 1,214 903 1,214 1,167 1,228 1,153 VLOG Mello vmelet 5s 
State Bank of Pakistan . . | 923 481 
PHILIPPINES (Mn P_) 481 | 661 582 377 194 377 332 372 417 390 380 417 
Money supply . : 
Poet ent coke tend. 555" |" cb9 | Ese |” eal] seave ead | oveze'| wesed’|) ‘bos | 'se2 fe Seve uiees 
Deposit money . . . . . | 574 414 4 | Ae aad pee 
ee cece,” Geil’ haiti “ais. 73 414 465 | 448 465 474 452 430 429 423 430 
counted (all banks other than 
the Central Bank) : 
ee ewe ce. op etnsa1 | 443 | asta Gro] ae.) aro: eis doe Gio | ane |, eal I cea 
Debits to checking accounts . 772 723 674 733 685 | 640 647 746 766 ite Pas oe ve 
Gold and foreign assets a hee ie ey 
Central B ilippi 
‘pee ank 9 3 oe es po +e We a an 454 477 467 486 458 476 486 
Internal government debt held by | e act ae a a oa Me 
a Bank of the Philippines a 92 158 242 | 235 232 235 235 232 228 229 224 228 
Tage et 7 Pheer ite rma ae 13 18 41 35 56 31 56 58 58 55 56 57 55 
Government deposits and cash in 
hand 
Deposits with Central Bank . os 2 19 153 98 157 
Deposit wih Philippine | 98 137 130 92 123 118 92 
onal Bank SEAS See 2 32 81 46 59 61 59 
Cash in Treasury vaults . . “i 7 4 6 a 5 7 : i ° : * 
THAILAND (Mn Baht) 
Money supply. . .. . | 2,881 | 3,107 | 3,967 | 4,907 | 4,932 | 4,856 | 4,932 5,274 
Currency: net active . . . | 2,205 | 2,364 | 3,043 | 3,756 3,678 | 3,637 | 3,678 3,783 
Deposit money . . . . . | §&76 743 | $§24 | 1,151 1,254 | 1,219 | 1,254 1,491 
Loans, advances and bills dis- 
counted (commercial banks) 414 547 592 741 17201 | 1,281) 1,201) “17506 Be ae ae oe we 
Bank clearings ee ee 774 | 1,112 | 1,544 | 2,057 2,270 | 2,005 || 2,397 | 2,561 | 2,828 | 2,326 | 2,342 | 2,268 | 2,368 
alg of ee deposit Lperiges .. | 1,447§| 1,973 | 2,786 2,923 | 2,899 | 3,153 | 3,365 a ae ade i ae 
old and foreign assets of the 
Bank of Thailand . . . . | 2,180 | 2,758 | 3,641 | 4,511 4,434 | 4,445 | 4,434 | 4,221 | 4,126 | 4,046 | 4,193 | 4,158 | 4,046 
Rates of interest (7% per annum) 
Treasury bill rate ... . 2.22 2.25 2.24 2.24 2.22 2.26 
Internal government debt held by | 
Bank of Thailand Sie 251 251 220 248 242 220 
Commercial banks . .. . 76 in 0 re on 
Government deposits with Bank 
Hi Thotids 2.» 1. a 368 540 615 630 640 615 


GENERAL NOTES: All figures, other than bank clearings and rates 


Maas 


Ry oo 


of interest, relate to the end-of-month, end-of-quarter and end- 
of-year respectively: bank clearings relate to monthly totals and 
their averages. Net active currency: Total currency outstanding 
less holdings in all banks including the central bank and in 
government treasuries. Currency in circulation: Total currency 
outstanding less holdings in all banks including the central bank. 
Deposit money: Deposits in all banks (including central bank) 
withdrawable by cheques but excluding inter-bank liabilities and 
central government deposits. Bills discounted: Excluding treasury 
bills. Bank clearings: Total value of cheques and other collection 
items cleared through clearing houses. Gold and foreign assets: 
Gross holdings of gold, foreign exchange and other liquid foreign 
investments. Rates of interest: All rates are those prevailing in 
the capital city of each country except in India where rates in 
Bombay have been taken. Call money rate: Relates to inter-bank 


rate on money at call. 
Beginning July 1952 includes foreign assets of the Burma Currency 


Board. 
Treasury bills and 3 year and 5 year government bonds. : 
Includes in addition to deposits by business concerns and in- 
dividuals, the deposits of Indochinese branches of the French 
National Treasury, and of the Autonomous Amortization Fund. 
Treasury bills of Cambodia and Viet-Nam only. 

Includes War Loan re-lent to U.K. Government, less the part by 
Central Bank. ee Ae ; 
Weighted average of tender rates on bills issued within the period. 
Yield of a per cent national development loan 1965-70 calculated 


Se te 


to earliest redemption date. 

Includes the Land Bank, Cooperative Treasury and three com- 
mercial banks. 

Includes bills purchased. 

phen of 8 per cent paper (running yield) to earliest redemption 
ate. 

Includes loans & advances to government. 

The Java Bank, Bank Negara Indonesia, Bank Industri Negara 
and seven commercial banks. 

Devaluation took effect on 4 Feb 1952 but foreign assets and gold 
holdings were not revalued until 6 Feb 1952 and 13 May 1953 
respectively. 

Weighted yield (simple rate of interest) to latest redemption date 
of medium dated government bonds issued during the period 
stated. Figure for 1951 relates to average of 4 months Sep—Dec. 
Includes advances to government. 

Figures shown are on a net basis. 

Figures include British Borneo. 

Prior to April 1952 includes inter-bank liabilities. 

Figures relate in 1948 and 1949 to 3 clearing houses in principal 
towns, from Jan 1950—Jan 1952 to clearing houses in 4 towns 
and from Feb 1952 in 5 towns. 
Including outstanding assets receiva 
India, under the partition agreements, 
assets of Banking Department. 

Yield to maturity of 8 per cent bonds 1968. 


May. 


ble from the Reserve Bank of 
but excluding foreign 
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TRADE AGREEMENTS NEGOTIATED AND/OR FINALIZED DURING THE FOURTH QUARTER OF 1953 


I. 


ECAFE INTRA-REGIONAL TRADE AGREEMENTS 


Contracting 
parties 


Burma— 
Japan 


China— 
Japan 


China— 
Indonesia 


Il. 


China— 
France 


India—Cze- 
choslovakia 


India—Federal 
Republic of 
Germany 


Period 
valid 


8 December 


1953— 
31 December 
1957 


30 October 
19538— 
381 December 
1954 


Not available 


Value of trade has 


Value of trade and types of commodities 


not been specified. 
Burma will supply Japan with 300,000 
long tons of Ngasein SMS quality rice 
at approximately $166 per long ton f.o.b. 
Burma port during 1954 and annually 
during 1955-57 200,000-300,000 tons at 
prices not higher than the lowest price 
accorded to any other buyer country such 
as Ceylon. 


£30 million each way. Mainland China 
exports manganese, magnesite, asbestos, 
iron ore, coal, salt, phosphate, lime, 
soya bean, cotton, wool, tung oil, pig 
bristles, oil cake, resin, etc. in exchange 
for Japanese goods comprising alumin- 
ium ingots, spinning machinery, cranes, 
radio equipment, trucks, bicycles, elec- 
trical appliances, copper, steel tubing, 
steel materials, ocean-going ships, re- 
frigerating ships, motor car parts, 
medical supplies, chemicals, cotton piece 
goods and yarn. 


A total of 91 different classes of goods 
including rubber, tin, petroleum and 
other products were on the list carried 
by the Indonesian Mission to indicate 
the range of goods available for export 
to mainland China, It is not known 
what items Indonesia will buy from 
mainland China. 


Methods of trade and payment 


Remarks 


6 eee 


Japan will treat Burma as a soft-currency 


country in the issuance of licences. In- 
formation on method of payment is not 
available. 


Information is not available. 


Information is not available. 


“arrangement” instead of the 
customary “trade agreement” was 
signed between the oe coun 

e Burma has not yet rati- 
eraser Treaty and full 


An 


fied the Peace | 
diplomatic relation has not been 
resumed. 


Signed in mid-November 1953. This 

is not an inter-governmental 
agreement but negotiated by trade 
organizations in the two countries 
based on the previous 


d it is 
cartement entered in 1952. (See 
Bulletin, Vol. IV, No. 1, First 


Quarter, 1953.) 


Signed on 30 November 1953. 


ECAFE COUNTRIES—EXTRA-REGIONAL COUNTRIES 


Negotiation at 
final stage 


17 November 
19538— 
31 December 
1954 


1 November 
19538— 
81 January 
1954 


$2 million each direction. The Republic of 
China will supply mainly tea, sugar and 
camphor in exchange for non-strategic 
materials and industrial goods. 


Value of goods exchanged has not been 
fixed. India exports tea, spices, tobacco, 
preserved fruits, iron ore, manganese 
ore, ilmenite, linseed oil, hydrogenated 
oil, groundnut oil, essential oils, shellac, 
raw goat and sheep skins, raw wool, 
animal hair, crushed bones, myrobalan 
and myrobalan extracts, handicrafts, 
and exposed films. Czechoslovakia ex- 
ports marine-type diesel engines, machin- 
ery for shoe-making, tannery and rubber 
manufactures, woodworking machinery, 
welding machine, hydraulic presses for 
workshops, diesel generating sets, litho- 
phone, machine tools, agricultural trac- 
tors and implements, textile machines, 
graphic machinery, road-building machin- 
ery including rollers, building machinery, 
stone grinding machinery, narrow-guage 
diesel locomotives, foundry machinery, 
machines for chemical industry, diesel 
pumps, laboratory and technical glass- 
ware, dyestuffs, saccharine, ammonium 
hydrochloride, potassium permaganate, 
component parts of wireless receiver and 
apparatus, photographie and motion pic- 
ture cameras and appliances, micros- 
copes, motor vehicles, laundry machines, 
refrigerators, motor car equipment, 
domestic hardware, paper, fibre boards, 
hardboards, textile accessories, asbestos, 
cement goods, abrasive materials, ship 
chains, plastics and artificial leather, 
and exposed films. 


India 
len 


jute manufactures, 
and handicraft 


exports 
carpets 


magnesite, raw wool, coir yarn, bristles 
and hairs, hides and skins, leather and 
canvas footwear, myrobalan, oilseeds and 
oils for technical purpose, stick lac and 
kirt lac, crude drugs, raw opium, tobac- 
co and coffee in exchange for German 
capital goods, pharmaceutical and_ in- 
dustrial chemicals. 


wool- 
} products 
besides iron and manganese ores, mica, 


Barter. 


India will treat Czechoslovakia as a coun- 
try within the soft-currency area for the 
issuance of import or export licences. 
Czechoslovakia will treat India on the 
same basis as any other country with 
which it has entered into a bilateral 
trade agreement. 


India will continue to treat Federal Re- 
public of Germany as a country within 
the soft-currency area in the issuance of 
export or import licences. (See Bulletin, 
Vol. II No. 1, First Quarter 1951.) 


Negotiation stage. Gereral prin- 
ciples agreed. Some minor tech- 
nicalities remained to be solved. 


The agreement is to become effec- 
tive immediately upon signing on 
17 November 1953. 
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TRADE AGREEMENTS NEGOTIATED AND/OR FINALIZED DURING THE FOURTH QUARTER OF 1953 


Methods of trade and payment 


All payments will 
be made in rupees and the Government 
of the Soviet Union will maintain ac- 
counts in the authorized exchange banks 
in India and the Reserve Bank of India 
for this purpose. Any balances’ in 
rupees maintained by the State Bank of 
the USSR with the Reserve Bank of 
India, or with authorized commercial 
banks will be convertible on demand 
into pound sterling at the rate which 
may be fixed from time to time by the 
Indian Exchange Banks’ Association. 


Issuance of licences. 


Issuance of licences. 


Issuance of licences. Method of payment 
is not known. Under the 1950 agree- 


Il. ECAFE COUNTRIES—EXTRA-REGIONAL COUNTRIES#— (Continued) 
: | ; 
Contractin Period 
parties a walid Value of trade and types of commodities 
: 
India—USSR (2 December Value of goods exchanged has not been 
1953— fixed. India exports jute, tea, coffee, 
1 December _ tobacco, shellac, black pepper and spices, 
1958 wool, hides and skins, and vegetable oils 
| to USSR in exchange for wheat, barley, 
| crude petroleum and petroleum products, 
fibre, paper, iron and steel manufac- 
| tures, chemicals, dyestuffs, medicants, 
optical goods, cinematograph films, in- 
dustrial and electrical equipment and 
agricultural machinery. 
Indonesia— |1 November Value and types of goods exchanged were 
Australia | 1953— not fixed. Under the 1952/53 agreement, 
| 80 October petroleum products, followed by tea, 
| 1954 kapok, rubber and timber, were the main 
| exports from Indonesia, in exchange for 
| flour from Australia. Under the new 
agreement Indonesia will import, in ad- 
dition to flour and other foodstuffs, heavy 
railway equipment, agricultural machin- 
ery and tele-communication equipment 
from Australia. 
Indonesia— 1 June 1953— Indonesia will export Sw. Cr. 82.9 million 
Sweden 31 March worth of rubber, copra, tin, tobacco, 
1954 coffee, pepper, sisal, tea, kapok, rattan, 


Burma-Yugoslavia trade agreement was signed on 
he and not on 29 July 1953 as given in the Bulletin, 


bauxite, etc. and import Sw. Cr. 47.05 
million worth of machinery, electrical 
equipment, transport equipment, chemi- 
eal products, matches, cement, etc. 


29 June 
Vol. IV. 


No. 3, for Third Quarter 1953. 


ment payment was made in accordance 
with the provisions of the Sweden- 
Netherlands agreement signed at Stock- 
holm on 20 February 1950 at which time 
Indonesia participated in the negotia- 
tion. 


Signed 


Remarks 


_ and became immediately 
effective on 2 December 1953. 
Prior to its expiration the agree- 
ment may be extended or renewed 
by negotiation and mutual con- 
sent upon a three months’ notice. 
The Government of the Soviet 
Union is prepared to render such 
technical assistance as may be 
necessary in the installation and 
operation of equipment to be 
supplied by the USSR under the 
agreement. 


Signed on 28 October 1953, being 


the third agreement entered be- 
tween the two countries since the 
end of the World War II. 


Signed on 22 October 1953. The 
negotiation took nearly five 
months. (See Bulletin, Vol. I, 


No. 2, Second Quarter 1950; Vol. 
If, No. 1, First Quarter 1951 and 
Vol. IV, No. 2, First half 1953.) 
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SALES AGENTS FOR UNITED NATIONS PUBLICATIONS 


ARGENTINA 
Editorial Sudamericana, S.A., Calle 
Alsina 500, Buenos Aires. 
AUSTRALIA 
H. A. Goddard Pty., Ltd., 255a 
George Street, Sydney, N.S.W. 
BELGIUM 
Agence et Messageries de la Presse, 
S.A., 14-22 rue du Persil, Brussels. 
W. H. Smith G Son, 71-75 bd 
Adolphe-Max, Brussels, 
BOLIVIA 
Libreria Selecciones, Empresa Editora 
“La Razon,” Casilla 972, La Paz. 
BRAZIL 
Livraria Agir, Rua Mexico 98-B, 
caine Postal 3291, Rio de Janeiro, 
Me 
CANADA 
The Ryerson Press, 299 Queen Street 
West, Toronto, Ontario. 
CEYLON 
The Associated Newspapers of 
Ceylon, Ltd., Lake House, Colombo. 


CHINA 
The World Book Company Ltd., 99 
Chung King Road, Ist Section, 
Taipei, Taiwan, 
Commercial Press, 211 
Road, Shenghai. 

COLOMBIA 

Libreria Latina, Ltda., Apartado 
Aereo 4011, Bogotd. 
Libreria Nacional, Ltda., 20 de 
Julio, San Juan-Jesus, Baranquilla. 
Libreria América, Sr. Jaime Navarro 
R., 49-58 Calle 51, Medellin. 

COSTA RICA 
Trejos Hermanos, Apartado 1313, 
San José. 

CUBA 
La Casa Belga, René de Smedt, 
O'Reilly 455, Havena. 

CZECHOSLOVAKIA 
Ceskoslovensky Spisovatel, Ndrodnf 
Trida 9, Prague |. 

DENMARK 
Messrs. Einar Munksgaard, Ltd., 

_ NGrregade 6, Copenhagen. 

DOMINICAN REPUBLIC 
Libreria Dominicana, Calle Mercedes 
49, Apartado 656, Ciuded Trujillo. 

ECUADOR 
Libreria Cientifica Bruno Moritz, 
Casilla 362, Guayaquil. 

EGYPT 
Librairie ’’La Renaissance d’Egypte,”’ 
9 Sharia Adly Pasha, Ceiro. 

EL SALVADOR 
Manuel Navas y Cia, ‘‘La Casa del 
Libro Barato,’’ la Avenida Sur 37, 
San Salvador. ; 

ETHIOPIA Ae 
Agence éthiopienne de publicité, 
P.O. Box 128, Addis Abeba. 

FINLAND / 
Akateeminen Kirjakauppa, 2 Kes- 
kuckatu, Helsinki. 

FRANCE 
Editions A. Pedone, 

—Peris, Ve. 

GREECE 
“Eleftheroudakis,”” Librairie inter- 
‘nationale, Place de la Constitution, 
Athens. 

GUATEMALA 
Goubaud & Cfa., Ltda., Sucesor, 5a 
Av. Sur, No. 28, Guatemala City. 


Honan 


13 rue Soufflot, 


s 


HAITI 
Max Bouchereau, Librairie “A la 
Caravelle,’ Boite postale 111-B, 
Port-au-Prince, 

HONDURAS 
Libreria Panamericana, Calle de la 
Fuente, Tegucigalpa. 

HONG KONG 
The Swindon Book Co., 25 Nathan 
Road, Kowloon. 

ICELAND 
Bakaverzlun Sigfusar Eymundson- 
nar, Austurstreti 18, Reykjavik. 


INDIA 


Oxford Book and Stationery Co., 

Scindia House, New Delhi, and 17, 

Park Street, Calcutta. 

P. Varadachary & Co., 8 Linghi 

‘Chetty St., Madras 1. 
INDONESIA 

Jajasan Pembangunan, 

Sahari 84, Djekarta. 
IRAN 


Ketab Khaneh Danesh, 293 Saadi 
Avenue, Teheran. 

IRAQ 
Mackenzie’s Bookshop, Booksellers 
and Stationers, Baghdad. 


Gunung 


IRELAND 


Hibernian General Agency, Ltd., 
Commercial Buildings, Dame Street, 
Dublin. 
ISRAEL 
Blumstein’s Bookstores, Ltd., 35 
Allenby Road, P.O.B. 4154, Tel 
Aviv. 
ITALY 
Colibri, S.A., 36 Via Mercalli, Milena. 
LEBANON 
Librairie universelie, Beirut. 
LIBERIA 
Mr. Jacob Momolu Kamara, Gurly 
and Front Streets, Monrovia. 
LUXEMBOURG 
Librairie J. Schummer, Place Guil- 
laume, Luxembourg. 


MEXICO 
Editorial Hermes, S.A., Ignacio 
Mariscal 41, Mexico, D.F. 
NETHERLANDS 
N. V. Martinus Nijhoff, Lange 


Voorhout 9, The Hague. 
NEW ZEALAND ‘ 
The United Nations Association 
of New Zealand, G.P.O. 1011, 
Wellington. 
NICARAGUA 
Dr. Ramira Ramirez V., Agencia de 
Publicaciones, Managua, D.N. 
NORWAY 
Johan Grundt Tanum Forlag, Kr. 
Augustsgt, 7a, Oslo. 
PAKISTAN 
Thomas & Thomas, Fort Mansion, 
Frere Road, Karachi. 
Publishers United, Ltd., 176 Anar- 
kali, Lahore. ; 
PANAMA 
José Menéndez, Agencia Interna- 
cional de Publicaciones, Plaza de 
Arango, Panama. 
PARAGUAY 
Moreno Hermanos, Casa América, 
Palma y Alberdi, Asuncién. 


PERU 
Libreria internacional del Perd, 
S.A., Casilla 1417, Lima. 
PHILIPPINES 


Alemar’s Book Store, 749 Rizal 
Avenue, Manila. 


- PORTUGAL 


Livraria Rodrigues, Rua Aurea 


186-188, Lisbon. 

iGAPORE : 
Pee City Book_ Store, Ltd., Win- 

chester House, Collyer Quay, Singe- 


pore. 
EDEN 
Bis E. Fritze Kungl. Hoybokhandel, 
Fredsgatan 2, Stockholm 16. 
SWITZERLAND 
Librairie Payot, S.A., 1 rue Be 
Bourg, Lausanne, and at Besle, 


Berne, Geneva, Montreux, Neuché- 


tel, Vevey, Zurich. 
Librairie Eran Raunhardt, Kirch- 
gasse 17, Zurich I. 
SYRIA 
Librairie universelle, Damescus. 
THAILAND 
Pramuan Mit, Ltd., 55-59 Chak- 
rawat Road, Wat Tuk, Bangkok. 


TURKEY ‘ 
Librairie Hachette, 469 Istiklal 
Caddesi, Beyogiu-Istanbul. 

UNION OF SOUTH AFRICA 
Van Schaik’s Bookstore (Pty.), 


P.O. Box 724, Pretoria. 


UNITED KINGDOM 


H. M. Stationery Office, P.O. -Box 
569, London, S.E. 1; and at 
H.M.S.O. Shops in London, Belfast, 
Birmingham, Bristol, Cardiff, Edin- 
burgh and Manchester. 

UNITED STATES OF AMERICA 
International Documents Service, 
Columbia University Press, 2960 
Broadway, New York 27, N.Y. 

URUGUAY 
Oficina de Representacién de Edi- 
toriales, Prof. Héctor d’Elia, 18 de 
Julio 1333, Palacio Diaz, Monte- 
video, R.O.U. 

VENEZUELA 
Distribuidora Escolar, S.A., Ferren- 
quin a La Cruz 133, Apartado 552, 
Caracas. 

VIET-NAM 
‘Papeterie-Librairie Nouvelle Albert 
Portail, Boite Postale 283, Saigon. 

YUGOSLAVIA 
Drzayne Preduzece, Jugoslovenska 
Knjiga Marsala Tita 23/11, Bel- 
grade. 

United Nations publications can 
also be obtained from the firms 
below: 

AUSTRIA 
Gerold & Co., |. Graben 31, Wien 
1. B. Wiillerstorf, Waagplatz 4 
Saizburg. ’ 
Salzburg. 

GERMANY 
Buchhandiung rt 
Hauptstrasse 101, 


Ww’. Soarba 

. E. Saarbach, G.m.b.H., Ausland- 

Zeitungshande!, Ger t = 

ri em 1 (220). ad 
exander Horn, Spiegel 

Wiesbaden. yo ee 


- JAPAN 


Maruzen Co., Ltd., 6 Tori-Nichome 
Nihonbashi, P.O. Box 6 . 
Central. “hpehate 
Libreria José B 

reria Jo osch, R rate 
Seeaiii, Barcelona, OMe 
‘Saar ul 
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Orders from countries where sales agents have not yet been appointed may be sent to 
Sales and Circulation Section, United Nations, 


Litho in U.S.A. / 


NEW YORK, U.S.A. 


Price: 


$1.50 (U.S.) 


(or equivalent in other currencies) — 


; _ 2504— February 1954—2,450 
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